APRIL 1961 


Marketing 


Seven Tenets of Creative Research Ernest Dichter 


The Impact of the St. Lawrence Seaway on Marketing ratterns 
Howard G. Roepke 


; The Missing 80,000 Towns Edward A. MacNeal 
i Full Cycle for Self-Service? William J. Regan 
Competitive Pricing in Railroad Freight Rates Joel Dean 


Fitting the Semantic Differential to the Marketing Problem 
William A. Mindak 


Marketing Research Practices and Problems in Japan 
Junji Hirata, Akira Fukushima, Tsukuru Omuro, Masao Shiosaki, 
and Katsuaki Takeda 


The Military Research-and-Development Market 
Murray L. Weidenbaum 


Progress in Deriving "Marketing Laws” B. F. Butler 
Behavioral Principles in Salesmanship Courses Steven J. Shaw 
The Most Profitable Market Share Objectives Charles C. Slater 
Structured or Unstructured Techniques? J. Hart Walters, Jr. 
Frame of Reference of Image Responses Allan Greenberg 


Further Pinpointing of Prospects for Industrial Sales 
Alfred Lieberman 


‘ 


REGULAR FEATURES: 
e A Pioneer in Marketing e Legal Developments in Marketing 


e Industrial Marketing e Marketing Articles in Review 
Book Reviews 


1 fi d 
9 
ig 
| 
is 


Irwin Marketing Texts for 1961 


MATHEMATICAL MODELS AND METHODS 
IN MARKETING 


Edited by F. M. Bass, R. Buzzell, M. Greene, W. Lazer, E. Pessemier, D. Shawver, 
A. Shuchman, C. Theodore, and G. Wilson 


This book includes reprints of 18 of the most significant articles treating marketing 
problems from the point of view of a mathematical model It brings together in one 
convenient source the most useful mathematical models of marketing problems now 
in existence. The editors provide helpful commentaries and explanations. 


MARKETING: Text, Cases and Readings _ Revised Edition 


By Harry L. Hansen, Harvard University 
Providing a unique approach to the study of marketing, the aim throughout the text is 


to encourage the student to think and analyze rather than merely to memorize and absorb 
The major aspects of marketing are presented 


ADVERTISING TECHNIQUES AND MANAGEMENT 


By Robert V. Zacher, Arizona State University 
This book places emphasis on both the creative and managerial aspects of advertising 
and shows how each is important to the effective use of this business tool Retail 
advertising is treated thoroughly, and theory is combined with practical application. 


SALESMANSHIP: Principles and Methods _ Revised Edition 


By Carlton A. Pederson, Stanford University, and Milburn D. Wright, San Jose State 
College 
This popular and widely used text includes the latest and most effective proven sales 
techniques and methods The teaching aids, which have been widely regarded as among 


the best of their kind, were also thoroughly revised, and an even better Teacher's Manual! 
is available to adopters 


THE PROMISE OF ADVERTISING 


By C. H. Sandage, University of Illinois 


The purpose of this new book is (1) to honor James Webb Young, and (2) to bring to- 


gether the views of some of the leaders in advertising and business on advertising today 
and tomorrow 


CASES IN MARKETING MANAGEMENT 


By Ralph Westfall, and Harper W. Boyd, Jr., Northwestern University 


This new, comprehensive case book places emphasis on setting objectives, on planning, and 
on advertising management along with sales force management 


INDUSTRIAL MARKETING Revised Edition 


By R. S. Alexander, Columbia University; J. S. Cross, Sun Oil Company, and 
R. M. Cunningham, Massachusetts Institute of Technology 
Designed as a basic text for courses in Industrial Marketing, this volume provides a 
framework within which managerial problems involved in the marketing of industria! 


goods may be solved It has been improved and brought up to date in the new edition 
and new case materials have been included 
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GOOD AS HE IS, 
HE NEVER WALKS ALONE 


The SRI store auditor is a singular breed. 
Typically, he — or she — has been with SRI 
for 5 to 10 years. In some cases, closer to 
15 than 10. What makes him tick? 


Inquisitiveness makes him tick. Who, what, 
where, when — the substance of store audit 
is data. The auditor must know what’s going 
on. Who’s dealing? Who’s couponing? Who’s 
sampling? Who's testing? 


Tenaciousness makes him tick. Not always is 
documentation readily available. Sometimes, 
you have to hang on like a bulldog. But 
store audit without all the invoices, all the 
store and stock transfer slips, all the return 
records, isn’t store audit! 


makes him tick. Stock means every 
last bit of stock —- on shelves; under shelves; 
in displays; in cases and loose, in the back- 
room; on stock carts; on loading docks. Tal- 
lied correctly. Q. E. D. 


We know the SRI store auditor is good. So 
good that other research agencies have tried 
repeatedly to capture our auditors. If the 


SRI auditor is that good, why do we devote 
so much executive time to field control? 


Field control, in essence, is validation. SRI 
field control can be so deliberate a measure as 
switching auditors from one store to another. 
So integral a measure as having a traveling 
supervisor work side by side with the audi- 
tor, or spot check the next day. So conclu- 
sive a measure as transferring supervisors 
from area to area, double-checking data al- 
ready checked. 


SRI field control is not solely the responsibility 
of SRI field executives. From president down, 
SRI home office executives frequently take 
the field, contact chain headquarters, work in 
the stores, validate SRI clients’ store audit 
data. In the field! 


Give your next market test the Sunday suit it 
deserves. While your plans are still in the 
talking stage, call in SRI. You have too 
much at stake, to postpone discussion without 
obligation. Selling Research, Inc., 92 Liberty 
Street, New York 6, N. Y. 
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You do NOT have to sacrifice quality to ask a limited number of questions of a 
national sample speedily, and at minimum cost — 


tion, Inc. 


METHOD 


Personal interviews with adults are con- 
ducted in a national sample of households. 

A new sample is drawn for each survey, 
using a probability sample of interviewing 
areas. 

Samples of 1500 or 3000 cases, with 
equal representation of men and women, 


are available. Samples of women or men 
only, with 750 or 1500 cases, are also 


available. 


Interpenetrating or split sample designs 
can be provid 


TIME SCHEDULE 


Surveys are conducted on a regular 
schedule of once every four weeks through- 
out the year. 

A telephone report on national totals is 
made three weeks from sendout date. 

A complete, printed report is delivered 
four weeks from sendout date. 


It has been used by industry leaders in 
Jetries, automobiles, tires, metals, household appliafices, cigarettes, 
rmaceuticals, clothing, fuel, television, magazi 


QUESTIONS 
One to fifteen questions can be ordered 


by a client on any one survey. 
Questions may be repeated at intervals 
in order to measure trends. 


There is no increase in cost for open- 
ended or attitude questions. 


SCOPE OF REPORT 
Summary of principal findings. 
Analysis by sex, age, occupation, city 
size, region, and economic level included 
at no extra charge. 

Description of sample design and com- 
position of sample. 

Tables of recommended sampling toler- 


ances. 


COST 


A Rate Schedule giving the economical 
cost per question will be mailed to you at 
your request. 


53 BANK STREET 
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CIRCULATION 

The JOURNAL OF MARKETING is circulated in every state of the United States and in fifty-two 
foreign countries to sales managers, promotion managers, advertising specialists, business con- 
sultants, marketing-research executives, teachers of marketing, and other people interested in 
marketing, as follows: 
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PROFIT 
SQUEEZE 


If an important cost factor in your business is 


making multi-market overnight deliveries, now 
is the time to call American Airlines AIRfreight. 


One call to American AIRfreight puts at your 
disposal the greatest fleet of airfreighters, 
jets and other combination lift planes in the 
world. American offers overnight service 
to sixty-six cities, plus the opportunity to 
make use of single-airbill, truck-air service 
direct to over 3,000 communities. 

With more than 1,200 daily flights, 
American Airlines serves more major mar- 
kets, supplying greater total lift, and with 


more people who are experienced airfreight 
professionals than any other airline. 

These are the reasons American is first 
choice of experienced shippers—moving 
more airfreight than any other airline in 
America. Whenever and whatever you ship 
by air—ship with the professionals. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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The Story of a 


HIS is a story about a selfish Samaritan who awoke one morning feel- 

ing so good that he wrapped his arms twice around his own shoulders 
and said, “It’s a great day and today I am going to do a good deed.” ... 
As he entered his shop, Number One man was busy with strategy, plans, 
organization, merchandising and making money. Number One man was 
followed by equally alert and savvy Number Two and Number Three men. 
The Samaritan, knowing that Number One man is only recently from the 
local lyceum, wonders to himself how he got so smart so soon. So he asks 
the question. Whereupon Number One says, “I’m a member of the AMA. 
In the local square each week we meet and exchange ideas, listen to learned 
men discourse on marketing studies, research and know-how.” Recog- 
nizing the value of this, the Samaritan saw his opportunity for a good deed. 
So he said, “Can I take out a membership for this old firm of Xerxes and 
Xerxes?” “No,” said Number One, “only persons may join.” “How then 
can I help this noble cause?” Whereupon Number Two man, who was also 
an active chapter worker, said, “Become a company sponsor. In this way 
you support the work of the only Association devoting its entire efforts to 
improving marketing know-how and manpower. You support its student 
programs, its publication activities and, most of all, you help your Number 
One, Two and Three boys do a better job for you every day.” So the 
Samaritan became a company sponsor and his business grew and grew and 
he fylt better and better. 
. . --The moral of this story is that if your firm is interested in better 
marketing facts, more marketing manpower and know-how, it too can 
justify joining with the hundreds of progressive firms and the 8,000 in- 
dividuals of the AMERICAN MARKETING ASSOCIATION who are work- 
ing 4t this job. For further information detach and return the coupon 


below. 
‘ FILL OUT THIS COUPON AND MAIL TODAY! 


Mk. DAVID BLAND, Chairman 

COMPANY SPONSOR COMMITTEE 

AMERICAN MARKETING ASSOCIATION 

27 East Monroe Street 

Chicago 8, Illinois 

Our firm is interested in helping to develop more and better marketing 


manpower and know-how. Please give us additional information on 
the company sponsor program of the American Marketing Association. 


Selfish Samaritan 
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Selected RONALD Books .. . 


MARKETING MANAGEMENT 


KENNETH R. DAVIS, Dartmouth College 


Just published. Integrating text mate- 
rial with fully developed, carefully con- 
structed cases, this kk presents the 
basic concepts of marketing from the 
management viewpoint. It provides a 
sound background for the development 
of analytical skill in the solution of 
marketing problems based on actual busi- 


ness situations. All areas of marketing 
are covered; the nature, scope, and com- 
plexity of decision-making processes are 
emphasized. Throughout, descriptive ma- 
terial, lengthy historical discussion, and 
detailed coverage of functional areas are 
kept to a minimum. Instructor’s Manual 
available. 1961. 807 pp.; 91 ills. $8.00 


RETAILING MANAGEMENT —Second Edition 


WILLIAM R. DAVIDSON, The Ohio State University; 
and PAUL L. BROWN, National Coal Association 


This highly successful textbook provides 
a complete understanding of the prin- 
ciples and practices of efficient retail 
management. It offers a balanced treat- 
ment of small, medium-sized, and large- 
scale retail operations; stresses the 
basic management factors essential to 
sound planning, profitable operations, and 
effective control of procedures, systems, 


and techniques. Full treatment is given 
to merchandise planning and control, 
retail accounting, expense management, 
etc. “The outstanding textbook on prin- 
ciples of retailing today.”—Steven J. 
Shaw, University of South Carolina. 
Instructor’s Manual available. 2nd Ed., 
1960. 809 pp.; 102 ills., tables, exhibits. 

$8.00 


WHOLESALING-—third Edition 


THEODORE N. BECKMAN, The Ohio State University; 
NATHANAEL H. ENGLE, University of Washington; and 
ROBERT D. BUZZELL, The Ohio State University 


The definitive work in its field, this book 
provides a thorough understanding of 
the nature of wholesaling, its functions, 
and the management of a wholesaling 
enterprise. It combines information on 
scientific management, integrated whole- 
saling, internal operating methods, and 
planning and research. Special atten- 
tion is devoted to significant new con- 


cepts such as value added, productivity, 
and the use of performance measures in 
managerial control. “Excellent back- 
ground for individuals in any phase of 
wholesale company management.” — 
N.A.A. Bulletin. Instructor’s Manual 
available. 8rd Ed., 1959. 705 pp.; 90 ills., 
tables. $8.00 


SALES MANAGEMENT —third Edition 


HAROLD H. MAYNARD and JAMES H. DAVIS, 
—both The Ohio State University 


Popular textbook evaluates the prin- 
ciples, procedures, and policies of success- 
ful sales administration. Using examples 
from the best current sales practice, it 
illustrates the fundamentals underlying 
sales organization, training and opera- 
tion of a successful sales force, — 


research and sales forecasting, and 


tribution cost and budgets. Book thor- 
oughly covers the functions of the sales 
manager, stressing his development as a 
major marketing executive. “Will be 
welcomed by all teachers of sales man- 
agement.” —- Journal of Marketing. Jn- 
structor’s Manual available. grd Ed., 
1957. 666 pp.; 48 ills., tables. $7.50 


THE RONALD Press COMPANY 


15 East 26th Street, New York 10, New York 
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on Modern Marketing Techniques 


ADVERTISING-—tThird Edition 


ALBERT WESLEY FREY, University of Pittsburgh; 
formerly Dartmouth College 


Just published. This outstanding book 
discusses the principal problems faced 
by advertisers and advertising agencies, 
as well as the approaches, policies, and 
procedures used by them in realizing 
profitable solutions. Relating advertis- 
ing to other key factors in the market- 
ing program, book follows an analytical, 


creative approach; discusses the impor- 
tant elements underlying the decision- 
making process. Numerous illustrations 
and discussion questions and problems 
accompany the text. IJnstructor’s Man- 
ual available. 8rd Ed., 1961. 643 pp.; 
188 ills., tables. $7.50 


SALES PROMOTION-second Edition 


ALFRED GROSS, New York University 


Just published. A detailed treatment of 
principles and methods for intensifying 
marketing effort. Book describes sales 
promotion on three levels: working with 
the dealer, stimulating demand, and sup- 
plementing sales and advertising pro- 
grams within the company’s own mar- 
keting division. Second Edition covers 


distribution of durable and non-durable 
goods, services, supplies and equipment, 
luxury items, etc. Thought-provoking 
case-problems and question materials in- 
volve the student in problem-solving sit- 
uations. 2nd Ed., 1961. 504 pp.; $6 ills., 
tables. $8.50 


SALESMANSHIP—Second Edition 


ALFRED GROSS, New York University 


Detailing principles and practices of pro- 
fessional selling, this popular textbook 
is solidly reinforced with numerous prac- 
tical examples based on the experience of 
the author as teacher ard sales con- 
sultant. It emphasizes a strong market 
study approach; incorporates important 
developments in industrial selling and 


diversified selling services. Includes 8 
complete sales presentations, 40 case 
studies, questions, and discussion mate- 
rial. “One of the most all-inclusive 
books on selling that ] have ever read.” 
—Edward P. Coffey, University of San 
Francisco. Jnstructor’s Manual available. 
2nd Ed., 1959. 580 pp., 61 ills. $7.00 


ADVERTISING MEDIA 


LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc. 
RICHARD S. LESSLER, Grey Advertising Agency, Inc. 
WILLIAM M. WEILBACHER, Dancer-Fitzgerald-Sample, Inc. 


Outlining the creative processes that 
lead to optimum media strategy, this 
dynamic book clarifies the functions of 
the various media and points out their 
qualitative differences. It explains the 
cost-per-thousand concept and provides 
a lucid analysis of audience measure- 
ment. Against the requirements of ad- 


vertising budgets, book summarizes each 
decision-making factor that must be 
weighed on an executive level before 
final selection of media. “A ‘must’ for 
the teacher and the serious student of 
advertising media.” — W. J. Thomas, 
Baylor University. 1957. 395 pp.; 126 
ills., tables. $7.50 


THE RONALD Press COMPANY 
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Watch for these Articles 
in Future Issues... 
of the JOURNAL OF MARKETING 


General Articles 
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FRENCH RETAILER: KEY TO SUCCESS OF 
THE COMMON MARKET 


THE EFFECT OF COLOR ON BLACK AND WHITE 
PICTURES Burleigh B. Gardner and Benjamin Wright 


THE GROUP DEPTH INTERVIEW Alfred E. Goldman 
HOW MARKETING RESEARCH CAN HELP RAILROADS - Walter Kramer 
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Journal of 


Seven Tenets of 


Creative Research 


HE world is faced with many problems, 
only a small portion of which are the 
specific concern of the advertiser and the 
groups working with him. Many of these 
problems have been and will continue to be 
solved without research ... some by the 
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Research in its real sense means continuous searching. To be scientific, 
it has to submit to the same criteria whether csaled 
field or the atomic field. These standards involve the formulation of 
hypotheses and their validation. 

In this provocative article, Dr. Dichter develops seven such tenets, 
which he sees as prerequisites for a sensitive and creative diagnosis of 
"why" questions in any field. 


in the marketing 


application of industrious creativity, others 
by the application of industrious effort. 

A problem may be so vast or so minute 
that to use research in its solution would 
be a waste and a fraud. Or a problem may 
be non-researchable by definition: research 
cannot prove that one publicist or one med- 
ium is better than another any more than 
it can prove that apples are better than 
pears. 

However, when research is used for re- 
searchable problems, the techniques and the 
practitioners are subject to the same laws, 
whether the problem is “Why do people buy 
soap?” or “What causes cancer?” 

Counting how many bars of soap are 
purchased or how many people have cancer 
in a year provides us with valuable informa- 
tion, but it is not research. It is census 
taking. But the word research has two im- 
portant syllables which indicate its true 
meaning. Re-search is a continued search, 
with the emphasis on the search. 

The moment you attempt to understand 
a human action—whether you call it market 
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research, copy research, media research, or 
motivation research—you practice one type 
of search, a search for an understanding 
of human phenomena—a purchase act, a 
racial prejudice, a voting choice. Your 
search is for an answer to the question, 
“Why?” Once you have determined the 
answer to that question, you have estab- 
lished the qualities you wish to count. 

Percentages are not the criteria of good 
research, nor are large samples. Circulation 
of an incorrect explanation usually leads to 
compounding incorrect actions and to fail- 
ure. In the field of applied research, the 
“Why?” must be answered before the “How 
many?” Research is no static matter. It is 
a sensitive and flexible instrument which 
must be applied with insight and creativity 
to the solution of many researchable prob- 
lems. 

SEVEN TENETS 


Following are seven tenets as a credo for 
creative research in the years that lie 
ahead: 


1, Diagnostic Principle 

Diagnosis in the social sciences has to 
rely as much on the basic principle of scien- 
tific investigation as in other branches of 
science. No reputable medical researcher, 
physician, or physical scientist would ask 


* his patient or, for that matter, his register- 


ing apparatus to tell him what he felt was 
the cause of pain. How can we, then, ask 
the respondent to form a judgment on the 
cause of his own actions without making 
sure that as diagnosticians we can check 
the veracity of his statement? 

Yet the most frequent technique of mar- 
keting research is the questionnaire. In one 
form or another we try to get information 
by asking people for information. But, 
whenever it is possible for the respondent 
to distort answers either willfully or sub- 
consciously, the results are potentially in- 
correct and unscientific. 


2. Avoidance of Hidden Assumptions 

Many so-called research studies, which 
pretend to be empirical and scientific, actu- 
ally contain a number of hidden assump- 
tions. For example, in trying to find out 
why people buy or do not buy evaporated 
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milk, we may conduct research in which we 
compare users with non-users. Our assump- 
tion is that the differences we might find 
in age, income, marital status, etc. of users 
as compared with non-users will give the 
answers as to why people buy or do not buy 
evaporated milk. However, even if there are 
clear-cut differences, these differences may 
not be used as causative explanations. 

“Let’s get the facts,” we say, as if this 
constitutes empirical research. But, in get- 
ting the facts in most instances, we are al- 
ready biasing our results. The bias is caused 
by the kind of methods used when we say, 
“Let’s ask 2,000 people.” Asking segregates 
those people who can and will answer from 
those who cannot or do not wish to answer. 

Another mistake is to test the potential 
success or failure of a new product among 
consumers who, because they have not had 
sufficient experience with the product, react 
to unfamiliarity rather than to the new 
product itself. It makes a lot of difference 
whether a person has smoked five packs of a 
new cigarette or is trying the first of a new 
brand. For a test of a new cigarette, the 
apparent advantages of its newness rapidly 
disappeared when we permitted the re- 
spondent to smoke five packages each of 
several new brands. It was found that the 
“new” brand becomes a familiar brand 
after five packs have been used. Most new 
brands were rejected on the first try, but 
it would have been wrong to assume that 
people were reacting to the product itself. 
By repeated testing, it was learned that 
they began by reacting to unfamiliarity and 
only after repeated trial were they able to 
react to the product. 

Beware of the so-called fact finders. 
Instead, accept the need for continuous 
testing and observation. Intelligent and 
truly scientific research must admit that it 
introduces certain assumptions into its 
work. To state the existence of these as- 
sumptions, instead of pretending that they 
are not there, frees the researcher from 
naive empiricism. 


3. Necessity of Hypotheses 

The basic criterion for valid research is 
the quality and intelligence of the hypoth- 
eses formulated before the research is 
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undertaken. The intelligence, depth, and 
originality of the hypotheses determine the 
worth of a study. 

To state that a good researcher has to 
have pretty good guesses as to what the 
outcome of a study might be before he even 
starts is not blasphemy. Any reputable re- 
searcher, including particularly those in the 
field of atomic science, will tell you that 
real research is the validation or rejection 
of an intelligent hypothesis. We do not con- 
duct 2,516 experiments in the hope that 
experiment 2,517 will give us the answer. 
We set up hypotheses, then determine what 
factors will have to be observed if these 
hypotheses are true, and we proceed to ex- 
amine these pertinent facts. 


4. Advertising as Communication 


Much marketing research concerns itself 
with advertising. Advertising is communi- 
cation, and communication is a two-way 
process. This means that any research based 
on the assumption that a respondent is the 
passive recipient of outside stimuli, must 
produce false results. 

Retention, memory, impact—all these are 
terms describing passive registration. As 
such, they are misleading and useless. A 
viewer of a television commercial is no pas- 
sive recipient. He talks back, restructures, 
identifies, and distorts the relationship be- 
tween himself and the commercial. 

The function of advanced research is to 
measure the dynamic inter-relationships be- 
tween the viewer and the commercial. The 
terms and categories to be quantified and 
controlled have a different sound and con- 
notation. They are empathy, identification, 
projection, mental rehearsal of purchase, 
ego-involvement. 

Unless advertising research accepts this 
basic concept of the two-way dynamic rela- 
tionship in communication, it is hopelessly 
outdated and incorrect; for modern psychol- 
ogy shows us that, in learning and memory 
retention, emotions are continuously in- 
volved. We forget to remember, because we 
identify ourselves with the message or be- 
cause we hate or like a person. The learning 
process cannot be measured by mechanistic 
concepts fed into toy-like contraptions 
whose push buttons, registration apparatus, 


light-measuring devices, and other para- 
phernalia pass for research. Such devices 
bear no relationships to the human facts 
which explain the dynamics of communica- 
tion. 


5. Mass Marketing 

The vast majority of marketing research 
studies still use age-old categories: marital 
status, sex, education, income group, oc- 
cupation, age, etc. The origin of these cate- 
gories is the census, where we seek addi- 
tional knowledge concerning the universe; 
and it follows that we should use these 
categories to establish correct representa- 
tive samples. The danger, however, lies in 
assuming a causative relationship—for in- 
stance, jumping to the conclusion that, when 
more people of a younger age group use a 
particular product, they do so because of 
their age. 

We are conducting more and more studies 
in which we use motivational categories 
that cut across many of the more superficial 
categories customarily used. For instance, 
in studies concerned with car purchases, 
attitudes concerning new cars, dealers, and 
automobile advertising are colored by the 
question of whether a person has just pur- 
chased a new car or whether he has not 
bought one for a long time. Again, commer- 
cials for foods look entirely different on a 
full stomach than an empty stomach. 

In a study for a group of home builders, 
it was found that the cost, physical layout, 
and materials used in the house were of 
minor importance, compared with the level 
of social aspiration of the female in the 
family, reflected in her image of the neigh- 
borhood. 

In a study on eyedrops, the apparent cor- 
relation between usage and such dimensions 
as sex, age, and marital status turned out 
to be misleading when a much more mean- 
ingful classification was introduced: hypo- 
chondriacal tendencies. Such tendencies 
were far more prevalent among users than 
among non-users, and they cut across the 
categories previously established. With this 
knowledge, the manufacturer was able to 
develop a different and more accurate mer- 
chandising policy, and to select advertising 
media which allows it to reach the people 
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who already used other proprietary drugs 
indicative of hypochondriacal tendencies. 


6. Uniqueness Rather Than Superiority of Media 


No amount of research can prove that the 
Saturday Evening Post reader is better, or 
richer, or poorer than the Life reader. In 
reality, all such research suffers from a 
basic misconception, namely, that a Post or 
a Life reader exists. If he does, he is the 
exception, for most people read five or six 
magazines, and read each because they feel 
they get something out of each that cannot 
be found in another publication. Correct 
media research, therefore, must concentrate 
on the uniqueness of each publication, each 
medium, each form of communication. 

The very reason for the continued exist- 
ence of a particular medium is that it offers 
something its competitor does not offer. 
While I am watching a Western on TV, I 
am physically the same person as when I 
read Horizon. I have the same character 
traits and the same intellectual capacity, 
but I temporarily lower my intelligence 
level when watching a Western because I 
want to relax; I raise it when I turn to 
Horizon or Harper’s because my needs at 
that moment are different. 

The real questions are: “What do I get 
out of watching a Western?” and “What 


_ satisfactions does Horizon give me?” Re- 


search directed to the answers to such ques- 
tions can provide a real contribution to the 
understanding of the functions of communi- 
cation in our modern world. Eventually it 
should also lead to advertising written for a 
particular psychological group of people who 
are in a particular mood while they read a 
particular publication. 


7. The Myth of Public Opinion Polls 


Attitude scales and questionnaires dealing 
with people’s beliefs are interesting and 
valuable. They give us a measurement of 
people’s prejudices and judgments. They do 
not tell us anything about people’s actions, 
however. 

We cannot assume that, because a person 
says he feels positively or negatively about 
an issue, a country, or a political candidate, 
he will act in the same way that he talks. 
Indeed, every child trained by television 
knows that the opposite often occurs: when 
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a man and a woman hate each other long 
and strong, you may be certain that they 
will fall in love before the story ends. When 
we ask several thousand people to give us 
their opinion of a political candidate and 
to tell us whether or not they intend to vote 
for him, we cannot conclude that they will 
actually do as they say. What motivates 
their actions is much less logical, clear, and 
concise than their answers would indicate. 
Motivational research attempts to probe 
these nebulous areas; and much of the re- 
sentment against it comes from the fear of 
seeing ourselves as we really are. We just 
do not want it to be true that we really 
bought a house because it had nice red shut- 
ters and shrubs around it, while we rejected 
the more valuable and sturdier house next 
door because it looked bare. 

Just as the good salesman recognizes the 
emotionality of his customers, so the com- 
petent researcher should also be aware that, 
when a person is asked his opinion concern- 
ing government spending or political issues, 
he gives an answer which may have little 
or nothing to do with facts. He has been 
asked to become an expert, and he does so 
even when he has nothing on which to base 
his expertness. This does not mean that 
people cannot be made aware of issues and 
of facts; it does mean that we have to take 
an honest look at the situation as it exists 
now if we expect to change it. 

BASIC RESEARCH 

The principles stated are well known in 
the field of epistemology. They are the basic 
tenets of what can legitimately be called 
research. 

Management, of course, does have the 
choice between pure intuitive procedures— 
hit-or-miss learning based on experience or 
the use of research. Once you have decided 
to spend money on research, however, you 
should be clear about what you are doing. 
Research in the sense described is tied to 
creativeness rather than opposed to it. 

Unless we have the imagination to formu- 
late original hypotheses, all consequent 
figures are meaningless. Research has to be 
validated and quantified. But quantification 
is only one of the many techniques of mak- 
ing certain that what you have stated is so. 
It is not, in itself, research. 
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The Impact of the St. Lawrence 
Seaway on Marketing Patterns 


the United States. 


HEN a major change occurs in the 

geography (physical or economic) of an 
area, those things affected by the geography 
—including marketing patterns—will also 
change. An excellent example of a major 
geographic change which will inevitably 
affect marketing patterns is the subject of 
this paper. 

The impact of the expansion of the St. 
Lawrence Seaway on marketing patterns 
seems to be divisible into four general types 
of change.! Three of these types seem to 
offer improved marketing possibilities for 


*J. A. Russell, J. D. Fellmann, and H. G. 
Roepke, The St. Lawrence Seaway: Its Impact, 
By 1965, Upon Industry of Metropolitan Chi- 
cago and Illinois Waterway-Associated Areas, 
Chicago: Illinois Division of Industrial Plan- 
ning and Development and Chicago Associa- 
tion of Commerce and Industry, Vol. 1, 1959; 
and Vol. 2, 1960. 
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© HOWARD G. ROEPKE 
The utilization of the newly improved and expanded St. Lawrence 


Seaway will occasion major changes in economic activities. It is possible, 
and indeed has become almost a parlor game, to make differing esti- 
mates of the direction and extent of the Seaway's impact. 

The one certainty is that there WILL be an impact. This impact will 
inevitably change marketing prospects, both internal and external to 


As the result of a study recently completed, it is possible to form some 
estimates of the direction which these changes may take. 


individuals and firms in the United States. 
These positive changes include: (1) greater 
export opportunities; (2) greater opportu- 
nities for the marketing of imported items; 
and, (3) improved marketing possibilities 
with firms and people attracted to areas on 
or near the Seaway. The fourth type of 
change, which from one point of view might 
be called negative, is the possibility of the 
loss of existing markets to new or increased 
imports moving via the Seaway. 


GREATER EXPORT OPPORTUNITIES 

The greater export opportunities will be 
a consequence of lower transportation costs 
between Midwest origins and overseas des- 
tinations. The new accessibility of the Great 
Lakes to at least medium-sized, ocean-going 
ships will have a direct effect on the cost 
of moving goods from areas served by the 
Seaway to overseas points. 

As a result of the lower cost of moving 
goods by water as compared with land car- 
riers, there will be a significant reduction 
in the cost of moving goods from, say, 
Cleveland to Liverpool. The saving resulting 
from the Seaway will range, depending on 
the items involved, from 10 to 40 per cent 
of the old rail-ship rate. This reduction may 
be sufficient to improve the overseas market 
possibilities of items which formerly could 
not compete in foreign markets because of 
the high cost of rail or truck transportation 
to coastal ports. 
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Focus on Western Europe 


It is most fortunate for exporters in the 
Midwest that the most concentrated over- 
seas market is the one which can be best 
served by shipments via the Seaway. The 
Seaway route “aims” at Western Europe— 
the only major overseas market area to 
which distances from Seaway ports are 
comparable to, or shorter than, distances 
from seacoast ports of the United States. 

For other areas the Seaway cities will 
still be at a competitive disadvantage com- 
pared with cities on the seacoast because of 
the greater distances involved. Recognition 
of the possibilities in Western Europe and 
fear of impending limitations on them has 
already led to a much greater interest in 
the consequences of the Common Market 
and Free Trade Area than would normally 
have been exhibited in an essentially land- 
locked Midwest. 


Need For New Facilities 


The full exploitation of increased export 
possibilities for the Midwest must await 
the development there of the necessary faci- 
lities for handling such export trade. Many 
individuals and firms in the Midwest have, 
of course, been concerned in the past with 
exporting. However, they have generally 
utilized facilities located in the coastal 


* ports; now both physical and institutional 


facilities must be developed within the Mid- 
west itself to help accelerate the flow of 
overseas commerce. Until the required facil- 
ities are developed, the Seaway may be in 
existence but it is not “available” to many 
exporters—a change in the physical geog- 
raphy has been accomplished, but the re- 
sulting change in economic geography fol- 
lows more slowly. 

Heavy-lift floating cranes for loading 
ships are a relatively simple example of the 
type of physical facilities which must be 
made available. Until these are available, 
many items of heavy machinery cannot be 
handled through Great Lakes ports. At 
present, Chicago is the only United States 
port on the Lakes which has available a 
floating crane of more than 100 tons capa- 
city. 

Other obvious examples of physical facil- 
ities which must be made available are 


JOURNAL OF MARKETING 


April, 1961 


deepened harbor channels and increased 
dock space. For the port of Duluth alone, 
for example, a $40 million building program 
and a $5 million harbor and channel im- 
provement program have already been plan- 
ned. At the same port a private investment 
group has announced plans for a $100 mil- 
lion development.? It seems certain that 
combined public and private investment in 
new facilities along the Seaway will eventu- 
ally total more than $1 billion and may 
greatly exceed that figure. 

The necessary institutional facilities are 
only slowly being developed. Among the 
most important requirements is a compre- 
hensive structure of export freight rates on 
rail and truck routes serving the Lakes 
ports. Without such a rate structure and its 
attendant arrangements for postponement 
of demurrage charges, etc., the competitive 
potential of the Seaway route cannot be 
fully realized. Some proposals for export 
rates on a very limited list of commodities ‘ 
have been made by a few railroads and 
truck lines. The proposals as yet have been 
wholly inadequate, however, to meet what 
has been called by some transportation ex- 
perts “the greatest problem facing the Lakes 
ports.” 

Other institutional facilities are being 
more rapidly provided, but much remains. 
to be done. Major banks in Lakes cities 
have been well acquainted with foreign 
problems, and most of them are greatly 
enlarging the scope of foreign services 
which they offer. Many individual firms in 
the areas served by the expanded Seaway 
are facing for the first time the happy ne- 
cessity of establishing foreign marketing 
organizations. 


Indirect Impact of Seaway 

In many cases the greatest impact of the 
Seaway may be an indirect one. It is pos- 
sible that many opportunities for increased 
exports resulting from the improvement of 
the Seaway may best be exploited by ship- 
ping goods through existing coastal ports. 

Whatever else may occur as a consequ- 
ence of the expansion of the St. Lawrence 


*Robert T. Smith, “Duluth-Great Lakes 
Anchor Port,” Midwest Ports, Vol. 1, (Sept., 
1959), pp. 12-13 and 28. 
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IMPACT OF THE ST. LAWRENCE SEAWAY ON MARKETING PATTERNS 


Seaway, one result is inevitable in logic 
and already occurring in fact. Either as a 
direct result of savings resulting from ship- 
ment on the Seaway or as an indirect re- 
sult of rate changes on other media of 
transportation designed to meet the com- 
petition of Seaway rates, savings to Mid- 
western exporters must result. The cost of 
shipping products from areas served by the 
Seaway to destinations anywhere in the 
world will either be lower than they have 
been, or at least will increase less rapidly 
than comparable rates applying to other 
areas. Scarcely a week passes in which the 
newspapers do not carry stories of rate re- 
ductions on rail and truck routes from the 
Midwest to east coast ports. With such an 
intensely competitive situation prevailing, 
careful study is necessary to determine 
whether a specific export possibility can 
most economically be realized by using the 
new Seaway route or by taking advantage 
of newly-reduced costs of exporting via 
more traditional channels. 


Limitations 


A series of limitations affects the scope 
of increased export possibilities resulting 
from the Seaway. The first limitation is 
areal. Only in the Western European mar- 
ket will major new advantages accrue as a 
result of the expanded Seaway; only the 
area along or near the Seaway is likely to 
feel a major impact. The area involved will 
certainly be no more than one-fourth of the 
area of the United States, if that. Neither 
limitation, however, is proportional, for 
both areas contain great resources and a 
high level of economic activity. 

A second limitation is one of common 
sense. There is a natural tendency in the 
area served by the Seaway to point with 
giee to increasing exports along this route. 
It is only the net increase in exports from 
the area, however, which is significant. An 
increase in exports through the Seaway 
cities does not necessarily reflect a net 
increase in marketing opportunities. Ex- 
ports which are simply diverted from other 
transportation routes constitute no net gain 
to the area as a whole, although they may be 
exceedingly important for a specific port 
city. 


Natural limitations also exist. The route 
is closed by ice for as much as four months 
each year. This seasonality will pose prob- 
lems of planning, labor availability, and 
provision of alternative routes which have 
not had to be met in the past by exporters 
using coastal ports. The provision of the 
necessary physical and institutional facili- 
ties for exporting, described above, is made 
more difficult and more costly by the 
inability to employ them during at least one- 
third of each year. It seems unlikely, how- 
ever, that the problems posed by the sea- 
sonal nature of the route will be sufficiently 
great to offset the advantages the route 
offers. 

The final limitation is an emotional one. 
The Seaway has been greeted with tremend- 
ous enthusiasm in many quarters. Many 
people, on the evidence of their printed and 
spoken words, have evidently assumed that 
tremendous economic advantages would in- 
evitably result from the completion of the 
expanded Seaway. It needs to be remem- 
bered always that the Seaway in itself is 
a passive thing. It makes nothing inevitable. 
At most, the Seaway may provide certain 
opportunities; it cannot insure that these 
opportunities will be grasped and utilized 
to the full by the decision-makers involved. 


Types of Industries Involved 


It is not the function of a general dis- 
cussion such as this to point out specific 
items for which the export possibilities may 
be improved as a result of the Seaway. This 
is most fortunate, for at this point the 
crystal ball is cloudy. Until more time has 
elapsed, it will be nearly impossible to pre- 
dict specifics. One must wait to see first 
which types of opportunities present them- 
selves and then further which of these are 
grasped by exporters in the area. 

However, it is possible to identify certain 
general types of industries most likely to 
benefit, such as those industries having a 
low production cost compared to industries 
anywhere else in the world. This low cost 
may result either from inherent advantages 
for production within the Seaway area or 
from economies of scale which now exist 
and may even be improved by an expansion 
of the available market. 
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Another type of industry which may 
benefit is that which produces highly 
specialized or unique items. The construc- 
tion, mining, and oil-machinery industry 
might be an example of this type. In still 
other cases, industries in the Seaway area 
produce and can market abroad items used 
very widely but in relatively small quanti- 
ties—quantities too small to justify the 
setting up of productive facilities in rela- 
tively small markets. Examples of this type 
might be the metal-stampings industry or 
the iron and steel forging industry. The 
greatest single determinant of which in- 
dustries will succeed in expanding their 
exports is the degree of aggressive market- 
ing which they may display. 


OPPORTUNITIES FOR MARKETING OF IMPORTED 
ITEMS 


To the extent that the Seaway reduces 
transportation cost—either on the route it- 
self or on competing carriers—imported 
goods can be murketed more cheaply than 
before in the area served by the Seaway. 
Strangely enough, the increase in imports 
likely to result from the expansion of the 
Seaway has largely been ignored as an op- 
portunity and more commonly has been 
regarded as a threat. 

Apparently, the Seaway and its impact 
mean different things to different people. 
To a manufacturer newly confronted by 
competition from imported products, the 
threat may loom uppermost. To a marketing 
man, however, the opportunities of in- 
creased imports may be paramount. 

Whether the increase in imports, on 
balance, will prove to be a threat or an op- 
portunity to the area (or even the country 
as a whole) depends in large part on one’s 
view of the real meaning of the national 
welfare. If it is conceived that the national 
welfare is best served, and the standard of 
living of our people is maximized, by the 
availability of the best products at the 
lowest prices, then the Seaway must be 
looked upon as offering opportunities. In 
our economic system we pay at least lip- 
service to the theory that the total welfare 
is likely to be maximized as the result of 
individuals—consumers as well as producers 
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—striving for their own benefit. By these 
criteria the increased imports possible by 
the Seaway must be a gain. 

The degree to which permanently in- 
creased marketing opportunities will result 
from greater imports depends very largely 
on the tariff policy pursued by the United 
States. As all too many importers know, 
success often brings its own disaster. Re- 
quests for increases in tariff levels regularly 
follow the successful importation of large 
quantities of a particular product. In addi- 
tion to the “normal” protective impulses, 
there exists the possibility that the dis- 
crimination inherent in the Common Market 
and the Free Trade Area may provoke re , 
taliatory tariff adjustments on the part of; 
the United States. Tariff payments onde 
their attendant administrative details arex 
of course, things with which many jobbers. 
wholesalers, and large retailers in the Midé 
west have not previously been concernet 
They will have to learn to cope with such} 
problems if maximum advantage is to bij. 
taken of the possibility for increased im. 
ports resulting from the expansion of thy, 
Seaway. 

Industrial purchasing agents—because 
they often order very large items, order 
huge quantities of the same item, or order 
bulk materials—will perhaps have the single 
greatest opportunity to realize savings by 
increasing their use of imported materials 
brought in cheaply on the Seaway. It is 
unlikely that the major increase in imports 
will come in small consumer items; these 
items are generally high-valued enough or 
small enough in bulk and weight that trans- 
portation makes up a relatively small part 
of their delivered cost. 

There are, of course, some consumer 
items on which significant transportation 
savings can be realized by utilizing all- 
water routes. An outstanding example of 
this type of commodity at the present time 
is seen in the import of foreign automo- 
biles. In each of the first two years of 
operation of the expanded Seaway, some 
6,000 to 8,000 Volkswagen automobiles 
were delivered directly to Chicago via the 
Seaway. Whatever the items involved, each 
delivery will mean that some user has a 
particular commodity available more cheap- 
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ly than he would have if the Seaway had 
not been improved. 


OPPORTUNITIES FOR THOSE ATTRACTED TO 
SEAWAY AREA 


It seems inevitable that Seaway im- 
provement will result in accelerated indus- 
trial and population growth within the 
area served. Whether this regional econom- 
ic and market expansion will result in a 
net increase in economic activity in the 
United States or simply a relocation of 
activity is not yet clear. 

If relocation is the dominant generator 
of growth along the Seaway, then this 
growth may well be at the expense of 
other areas of the country. The most obvi- 
ous example woulc be that of a firm which 
moved its whole operation from another 
area to a spot along the Seaway. Other 
areas could suffer also as a result of the 
redirection of normal growth. That is, the 
Seaway area may conceivably attract cer- 
tain industries—relocating for their own 
reasons—which might have gone to other 
areas of the country. 


Effect of Seaway Obscured 


It is extremely likely, of course, that 
the direct effect of the Seaway on the at- 
traction of economic activity to its area 
may never be measurable. The effect of 
the Seaway may well be obscured by the 
general movement and reshuffling of in- 
dustry and population which is continu- 
ally occurring in the United States. Much 
of the area served by the Seaway is within 
that part of the United States having the 
greatest volume of industrial growth be- 
fore the expansion of the Seaway was com- 
pleted. There are other areas which, as a 
result of a relatively small base, are show- 
ing higher rates of industrial growth; but 
the Manufacturing Belt still remains the 
unquestioned leader in volume of industrial 
growth.’ 

The area’s accelerated rate of growth 
may, however, not be attributable statisti- 


*Howard G. Roepke, “Where is Industry 
Staying?”, Industrial Development, Vol. 128 
(January, 1959), pp. 6-8. 


cally to the Seaway because that growth 
may be made up largely of activities never 
directly using the Seaway. The indirect 
benefit of the Seaway, operating through 
its depressing effect upon other kinds of 
transportation rates, has already been sug- 
gested. This general reduction (or less 
rapid rise) in freight rates within the area 
served by the Seaway may make that area 
a most desirable location for many types of 
industry. Some of these industries may oc- 
casionally ship via the Seaway route. 


Attraction of New Activities 


One would assume that certain new in- 
dustries or other activities, not now pres- 
ent in the area, would be attracted to the 
region surrounding the Seaway as the re- 
sult of the provision of this new route. 
Although apparently logical, this will not in 
fact happen. Within the complex industrial 
area newly served by the Seaway essentially 
every major industry type already exists.* 
Therefore, no basically new kinds of in- 
dustry can be expected to move into the 
area as a result of the expansion of this 
route. 

However, this may be a rather academic 
reservation. There are at least three kinds 
of change likely to result which will have 
much the same net effect as would the 
initiation of new activities in the area: 
(1) it is likely that some activities, now 
present in minuscule quantities or rudi- 
mentary forms, may expand to much 
greater importance; (2) it is likely that 
some activities, now present at only one 
or a very few spots within the area, will 
become much more widespread; (3) it is 
possible that some activities, already pres- 
ent in the area, will be completely relocated 
to different and newly-advantageous points. 

The net result of these types of changes 
could very closely approximate the result 
of introducing totally new activities, but 
there is one outstanding difference. These 
types of relocation of existing activities 


“Established specifically for the Chicago 
Standard Metropolitan Area (in Russell, Fell- 
mann, Roepke, see footnote 1), and by exten- 
sion even more certainly true for the whole 
Seaway area. 


e q “ 
wk. 
~ 4 
aS 
j 


are very likely to be carried out by firms 
already operating in the area, and, there- 
fore, they will tend to disrupt established 
marketing patterns less than would the 
introduction of totally new enterprises 
with no experience in the area. 


A Few Points With Greatest Effect 


Whatever the net effect of the Seaway 
may be, its greatest impact will be felt at 
existing major port cities. Most of the 
shoreline and nearly all of the minor cities 
along the Seaway can expect little or no 
direct impact. 

It is only in the major urban centers 
which also function as ports that the broad 
range of facilities and services are available 
which are necesary to efficient utilization 
of the Seaway. Any new facilities and serv- 
ices which may be established are likely to 
be located in those same centers. 

This tendency toward concentration at a 
relatively few major points is strengthened 
by the reluctance of ship operators to call 
at any ports except those major ones likely 
to have large quantities of cargo available. 
As a result of their experience during the 
first season of operation on the expanded 
Seaway, many shipping lines announced in 
1960 their intention to reduce the number 
of ports-of-call which they served on the 
Lakes. It is widely forecast that eventually 
no more than half-a-dozen major ports will 
service nearly all the incoming and out- 
going shipments via the Seaway. Chicago, 
the largest Seaway city and the one far- 
thest into the interior, is likely to reap the 
greatest benefit. 


Types of Industries Involved 


It is the producers goods industries 
which will most likely undergo the greatest 
expansion. Some of these industries will 
find their markets largely overseas; it is 
equally likely that many suppliers of indus- 
tries already present in the Seaway area 
may find it a newly-advantageous location. 
Representatives of at least nine of the 
major subdivisions of the Standard Indus- 
trial Classification may be expected to ex- 
pand their activities as a result of the im- 
provement of the Seaway. Some of the 
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specific (three- and four-digit) industrial 
types which may be expected to benefit are 
listed alphabetically below.® 


The Seaway is a “two-way street.” To 
the same degree that the Seaway has 
opened the whole world to direct access 
from Lakes cities, so it has opened the 
whole of the Midwest to direct access by 
overseas sellers. 

The early experience of operation on the 
expanded Seaway demonstrates that the in- 
crease in the volume of imports is con- 
siderable. Here we may again look at Chi- 
cago’s experience. In 1959, the first year 


*For a discussion of the reasons for antic- 
ipating a favorable impact of the Seaway on 
these industries see Russell, Fellmann, Roepke, 
same reference as footnote 1, Vol. 1, pp. 55 ff. 
As a result of our study, we anticipate that 
generally the same types of industry will bene- 
fit all along the Seaway, and, therefore, the 
list and discussion relating to Chicago may be 
more widely applied. We continue to believe, 


however, that the greatest impact is likely to - 


occur in the Chicago area. 


Industry Type S.L.C. No. 
Abrasives 3291 
Asbestos 3292 
Construction, Mining, and Oil 

Machinery 353 
Ferro-alloys 3313 
Fertilizer 2871 
Food Processing Industries 206, 207, 2099 
Inorganic Chemicals 281 
Iron and Steel Forgings 3391 
Metal Stampings 346 


Metal-working Machinery 3548 
Non-ferrous Metal Foundries 336 
Non-ferrous Metal Rolling 


and Drawing 335 
Organic Chemicals 

(including Petro-chem.) 281 
Paper and Paperboard 262, 263 
Paperboard Boxes 

and Containers 265 


Rubber and Rubber Products 30 
Secondary Smelting and Refin- 

ing of Non-ferrous Metals 834 
Ship Repairing 3731 


Structural and Heat-resistant 
Clay Products 


Treated Minerals and Earths 3295 
Vegetable Oils 2091, 2092, 2093 
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of operation of the expanded Seaway, im- 
ports of general cargo from overseas 
through the port of Chicago increased by 
174,000 tons (nearly as much as the 187,000 
ton increase in exports). Totals in 1959 
were: imports, 345,937; exports, 338,147. 
It seems likely that the volume of in- 
creased imports (moving either via the 
Seaway or as a result of generally lowered 
freight rates) will become greater as time 
goes on. It is certain that this increase in 
imports cannot easily be prevented. Those 
whose established marketing patterns are 
threatened or disrupted by imports will 
need either to find ways of remaining com- 
petitive or shift to new lines entirely. 
Another indirect effect of the expanded 
Seaway may result in an increase in the 
volume of imports to the whole Midwest. 
The Seaway may well have a greater effect 
on imports than the actual change in 
transportation costs warrants. It could do 
this by calling the attention of foreign 
producers and exporters to the potentiali- 
ties of the Midwestern market. That this 
is actually occurring is shown by the 
studies made or in progress by foreign 
_ consulates in the Midwestern area. An ex- 
cellent example of a rather detailed study 
of this sort is that made by the German 
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Short Course in Semantics 


consulate in Chicago.* Most of these studies 
address themselves to the general market- 
ing possibilities in the Midwest for na- 
tionals of the sponsoring country, and deal 
with the Seaway as only one element which 
may affect the range of possibilities. 

Many types of industries may be affected 
by the increased competition expected from 
imports as a result of the impact of the 
expanded Seaway. As evidenced by 1959 
(first shipping season) import lists and 
foreign studies, many overseas producers 
are prepared at least to explore the Mid- 
western market. Both producers goods and 
consumers goods may be involved. The list 
of industries most likely to be affected 
ranges from cutlery through pottery to gen- 
erators and motors.? A common character- 
istic of most of the industries expected to 
be involved is that the labor costs make 
up a high proportion of their total cost of 
production. 


*“The Economy of the Middle-Western 
United States and Its Trade with Western 
Germany.” A report prepared by Edward E. 
Martin, Chicago, Illinois, for the Consulate 
General of the Federal Republic of Germany 
in Chicago. 


"For details, see Russell, Fellmann, Roepke, 
same reference as footnote 1, Vol. 1, pp. 77 f. 


Here are four basic assumptions of general semantics: (1) we 
are living in an ever-changing-process world. Many of our so- 
called facts may be rapidly aging. (2) Semantics assumes the 
principle of non-identity which is that no two things are exactly 
alike in the world. (3) Your symbolic map (the symbols you use 
to represent concepts, ideas, etc.) must fit the territory (map) 
or subject you’re discussing. If they don’t, you’re in trouble. (4) 
Meaning is never in a thing, in a word, or in a symbol, or in the 
speaker, listener, writer or reader, but solely in the relationship 
between the word or symbol and the human nervous system re- 


acting to it. 


—Harry E. Maynard, “General Seman- 
tics: Tuning Advertising Men to the 
Consumers’ Wave Length,” Printers’ 
Ink, Vol. 272 (September 2, 1960, p. 
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The Missing 80,000 Towns 


direct-mail field. 


R. W. L. B., WHO LIVES in the 2600 
block on Hamline Avenue, in the fast- 
growing, better residential area just north 
of St. Paul, Minnesota, shares a problem of 
address with millions of other Americans. 
The post office says he lives in St. Paul, 
Zone 13, and the Bureau of the Census says 
he lives in Roseville. To add to the confusion 
Mr. W. L. B. may also use “Falcon Heights” 
as his mailing address, since Falcon Heights 
is the branch of the St. Paul Post Office 
which serves Roseville. 
Herein lies a problem which also plagues 
marketers who wish to make use of the 


' wealth of statistical data available from 


the Census and other sources, for Roseville 
is only one of at least 80,000 places which 
have no postal service in their own name. 

Present-day marketing has developed to 
the point where market statistics are indis- 
pensable management tools. Nation-wide 
marketers, in particular, need statistics 
which will enable them to compare different 


¢ ABOUT THE AUTHOR. Research Director of O. E. 
McIntyre, Inc., Edward MacNeal is responsible for 
area layouts prepared for mail marketing programs, 
analysis of returns from these mailings, selection tests 
developed to ascertain the most effective volume mail 
patterns, plus surveys and studies to explore the char- 
acteristics and potentialities of the market. - 

Mr. MacNeal was formerly with the Market Re- 
search and Analysis Department, Socony Mobil Oil 
Company, Inc., and was consultant on air service 
matters to the firm of Landrum & Brown. With James 
C. Buckley, Inc., he developed the first study to show 
a community's complete air-service requirements and 
appeared as a witness in numerous proceedings before 
the C.A.B. Mr. MacNeal received his B. A. in 1948, 
and his M. A. in 1951 from the University of Chicago. 


© EDWARD A. MacNEAL 


Direct mail is the second largest advertising medium in the United ~ 
States. The author of this article describes a market-research program - 
which enables his company to select consumers on the basis of social 
and economic characteristics. The program, called "The 9,500 Plan," | 
is one of the largest research and statistical tasks ever undertaken in the 


parts of the United States with each other 
on a consistent basis. In this regard, gov- 
ernment statistics are particularly impor- 
tant; and statistics published by Sales Man- 
agement, for example, in its annual “Survey 
of Buying Power” issue (themselves basi- 
cally derivations, extensions, and updating 
of government statistics checked against a 
variety of other data) also are widely em- 
ployed. 

However, these statistics have a limita- 
tion which, while minor for some considera- 
tions, is critical in others: They cannot in 
any reliable sense be taken as descriptive 
of persons having a particular post office 
address. Post-office boundaries bear little 
resemblance to city corporate limits. Post 
offices cross county and state lines, and 
many communities which are reported by 
the Bureau of the Census have no postal 
service of their own. 

It is the usual case, in fact, rather then 
the exception, for a post office to cover a 
variety of census units. Take Oklahoma 
City, for instance. The Oklahoma City Post 
Office serves an area comprising 73 census 
tracts inside the city limits, 29 adjacent 
tracts, 2 additional urban places reported 
separately, 3 urban fringe enumeration dis- 
tricts, and 10 rural enumeration districts. 
Unfortunately (for those seeking simple 
answers), The Oklahoma City Post Office 
cannot be taken as equal to Oklahoma 
County either. There are an additional 11 
post offices in the balance of the county. 

Mail marketers, of course, long have been 
aware of major gaps in analysis and control 
resulting from inability to match usual mar- 
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ket statistics with mailing addresses. At 
O. E. McIntyre, Inc., by 1958 a key-punched 
card file of 36,000,000 families had been de- 
rived from more than 7,000 telephone direc- 
tories and included households in more than 
36,000 different post offices all over the 
United States. After assigning the 36,000,- 
000 families to post offices, however, the 
firm was left with post-office area definitions 
but no statistics (except number of tele- 
phone-owning families). At this time there 
already was a history of efforts to develop 
more statistics. These efforts, as outlined 
below, were useful but short of the mark. 


ATTEMPTS AT SOLUTION 


One of the first efforts was the develop- 
ment of neighborhood maps—more than 600 
of them—covering all cities in the country 
with more than 20,000 population. The maps 
were inconsistent from market to market, 
required extensive work and file matching 
to put together each new mailing, were dif- 
ficult to keep up to date, and provided too 
little selection information. 

Next, Census tracts were considered. 
Realizing the difficulties of trying to work 
with a limited number of selection categor- 
ies, the idea was discarded of dividing 
areas on the basis of predetermined fourths 
or fifths. It is not enough to know that an 
area is in the “top fifth.” As discovered 
from experience with neighborhood maps, 
the top fifth in a city like Scranton is not 
the same as the top fifth in a city like 
Dallas. 

“City” is used advisably, It is surprising 
for some marketers to learn how little of 
the country was tracted for the 1950 Census 
and how confined this tracting was to cities. 
Of the 107 major metropolitan markets for 
which desired detailed statistics were de- 
sired (all but six had central city population 
over 100,000), only 60 had any tracts at all. 
In 21 cases these tracts covered central city 
areas only. Only in 5 cases were the stand- 
ard metropolitan areas completely tracted. 
The result meant almost no coverage in the 
growing suburban market. 


A NEW APPROACH 


From this experience, and a knowledge of 
what is needed, an entirely new and logically 


inclusive approach was developed. From 
meetings with members of the Population 
and Housing Division of the Census Bureau, 
and with the post office, many basic work- 
ing materials, in the form of detailed maps 
and tabulations, and assistance in determin- 
ing the actual methodology of the study 
were obtained. 

The new approach was called “The 9,500 
Plan” because it divides the country into 
slightly more than 9,500 mailing units. The 
plan satisfied certain basic design require- 
ments: (1) It is organized by mailing ad- 
dress. (2) It provides consistent economic 
and demographic measures for all parts of 
the county. 

In laying out “The 9,500 Plan,” it was 
not necessary to cover all areas of the coun- 
try with the same degree of refinement. 
Large sections, particularly rural areas, 
permit insufficient differentiation between 
the characteristics of one post office and its 
neighbors to merit the effort required in 
studying them separately. On the other hand, 
there are many areas which have extremes 
of income, education, home ownership, and 
other characteristics which must be recog- 
nized. Eventually “The 9,500 Plan” was 
split into metropolitan and non-metropolitan 
county sections. 


The possible units or combinations of 
units developed at the county level or smal- 
ler were: 


Maximum 
Counties Subdivision 
Non-Metropolitan 


without any 2,595 2,595 Counties 


subdivisions 
279 Cities over 
25,000 pop. 
Non-Metropolitan 265 Balances of 
with further 265 Counties ex- 
subdivisions cluding cities 
over 25,000 
2,004 Zones & 
branches of 
Metropolitan 209 128 Cities 
4,544 Suburban 
Post Offices 
Total Units 8,069 9,697 
PARAMETERS 


The term “parameter” is used to refer to 
the various economic and demographic 
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measures which are reported for the coun- 
ties, post offices, and postal zones. The con- 
struction of each is discussed below: 


1. 1957 Average Income: Identical in 
concept with figures reported in 
Sales Management as “Net Effec- 
tive Buying Income per Family,” or 
disposable income available for 
spending after federal, state and 
local taxes, plus the imputed rental 
of owner-occupied homes. 


2. 1950 Equivalent Monthly Rent: A 
blend of the value of owned homes 
and rental of homes as reported in 
the 1950 Census. 


8. 1950 Median School Years: Median 
grade in school completed by per- 
sons over 25 years. 


“4. 1950 Per Cent Owner Occupied 
Dwelling Units: Owners vs renters 
plus owners. 


5. 1950 Number of Occupied Dwelling 
Units: Reported by the Census in 
1950 and used both as a check on 
the completeness of assignment of 
Census units to postal units and as 
a measure of the number of families 
in the area in 1950. 


6. January, 1958, Telephone Sub- 
scribers: The number of individual 
IBM cards in the file. Each card 
represents a residential telephone 
subscriber in the then current tele- 
phone directory. 

7. Growth-Coverage Index: Item #6 
divided by Item #5, which repre- 
sents both telephone coverage and 
growth. 

8. 1957 “Sales Management” House- 
holds: 


9. Size of City and Type of Postal 
Delivery: A composite of population 
and city delivery vs rural carriers 
and post office boxes only. 
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TYPICAL USES 

Organized by mailing address, “The 
9,500 Plan” provides consistent economic 
and demographic measures. As a result, ‘it 
is possible to relate quickly the mailing 
addresses of any group of people to arva 
parameters. Some examples are: 

1. A study of charge-account custo\n- 
ers revealed that the further they 
were from the city in which the 
store was located, the more they 
were limited to persons with higher 
incomes. 

2. A study of members of a record 
club indicated that equivalent 
monthly rent was a definite guide to 
credit performance. 

38. A multiple-correlation analysis of 
subscription returns to a national 
magazine yielded a technique for 
estimating future returns by area. 

4. Studies of coupon redemptions on a 
variety of products showed that 
middle-income households are more 
frequent redeemers than either low- 
er or higher income households. 

Once such findings have been developed, 
they can be translated immediately into 
statistics and controls relating to the entire 
market of 38,000,000 households now 
covered by “The 9,500 Plan.” It is an easy 
matter to develop the size of different seg- 
ments of the market at each quality level. 
Since all of the analysis will have been 
carried on in terms of statistics relating to 
mailing addresses, it is also easy to trans- 
late these national market segments back 
into particular mailing addresses. 

“The 9,500 Plan” described has been in 
use since early 1958 and is, of course, under- 
going development and refinement. The 1960 
Census will call for an updating of many 
of the basic parameters and some revision 
in the mechanics of the Plan. But there is 
continuing usefulness in the ability to re- 
late economic and demographic statistics 
quickly and directly to mailing addresses. 


Full Cycle for Self-Service? 


© WILLIAM J. REGAN 
In the pater War Il period the use of self-service has spread 
y 


horizontally to practically all types of retail stores on the minimum- 
service level. Whether labeled “self-selection,” “display merchandising," 
“selective open selling,” “simplified selling," or something similar, all of 
these represent variously lesser degrees of the supermarket concept of 
self-service. Whatever it is called, it refers to a still rapidly developing 
technology co-ordinating the merchandise-presentation efforts of retail 


stores. 


service. 


ANAGEMENTS of most stores have 
faced and continue to face unremitting 
pressures to adopt increasing degrees of 
self-service or impersonal selling. These 
pressures may be classified into three types: 
1) Self-service orientations of ancillary 
interests 
2) Expectations and preferences of cus- 
tomers 
3) Increased competition of self-service 
stores 


Self-Service Orientations of Ancillary Interests 


Manufacturers of display fixtures, light- 
ing equipment, cash-register equipment, 
packaging materials, and most consumer 
commodities have accepted the concept of 
impersonal selling and have designed their 
products accordingly. Advertising agencies 
and the publishers of trade periodicals have 
continuously pointed out the impact of 
advertising in pre-selling goods and the 
successes of self-service techniques. 


* ABOUT THE AUTHOR. Dr. Regan has written other 
articles on this subject: “Self-Service in Retailing,” 
JOURNAL OF MARKETING, Vol. 24 (April, 1960), 
and “The Implementation of Impersonal Selling in De- 
partment and Specialty Stores," Journal of Retailing, 
special summer edition, 1960. In addition, he authored 
“The Wholesaler—An Economic Necessity" which ap- 
peared in the September, 1949, issue of the JOURNAL 
OF MARKETING. He did his doctorate work at Stan- 
ford University and is currently teaching in the Market- 
ing Department at San Francisco State College. 


This article summarizes the pressures that have been exerted upon 
retail stores to adopt self-service in greater measure and then identifies 
the main reasons why some stores prefer to extend more personalized 


As a consequence, fixtures have been de- 
signed, emphasizing the cubic dimensions, 
compartmentalization, and flexibility neces- 
sary to implement self-service. Cash-regis- 
ter systems have been devised to simplify 
the payment procedure for both charging 
and cash-paying customers. Packaging 
manufacturers have designed their services 
to maximize the promotional and protective 
benefits of packaging and to minimize re- 
tail repackaging requirements and customer 
pilferage. Product manufacturers them- 
selves have designed their products to capi- 
talize upon these changing conditions. 

These efforts to help direct the retailing 
process are independently conceived and 
promoted. Their advantages must be sold 
to retailers who decide what elements will 
be co-ordinated in their store systems. 


Expectations and Preferences of Customers 
Rising standards of living and changing 
living patterns have helped to change the 
attitudes with which consumers regard 
goods. One scholar has advanced five crite- 
ria as means to determine the aggregate- 
characteristics profile of any goods which 
changes over time. They are: (1) the rate 
at which a product is purchased and con- 
sumed; (2) the gross margin of the prod- 
uct; (3) an adjustment factor represent- 
ing the amount of services applied to goods 
to meet needs of consumers; (4) time of 
consumption during which the product 
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gives up the utility desired; and (5) 
searching time or the measure of average 
time and distance from the retail store.! 

Mere listing of these criteria is sufficient 
to make it clear that the mass-character- 
istics profile for each product changes 
through time. The general trend in the 
United States has probably been to modify 
luxury and “near-luxury” goods in the di- 
rection of semi-necessity and necessity 
classifications. 

This ungrading in consumption patterns 
has altered the set of product character- 
istics for each product in consumers’ minds. 
Distribution channels and store-merchan- 
dising practices have also changed in the 
attempt to distribute goods more economic- 
ally. Self-service has become an important 
way to retail goods, especially those with a 
relatively high replacement rate, and rela- 
tively low values for gross margin, adjust- 
ment, time of consumption, and searching 
time. 

Merchandise made for mass market is 
typically widely advertised and highly 
standardized. It is designed for customers 
who want utility, dependable performance, 
and acceptable or “modern” styling. Much 
of the merchandise in the nondurable, re- 
petitively purchased category can often be 
sold by the effective display, full accessi- 
bility, and explanation techniques of the 
well-integrated impersonal selling pro- 
gram. Even much of the durable goods 
designed for the mass market requires lit- 
tle personal sales assistance beyond com- 
petent credit-extension clerks when the 
goods have been largely pre-sold and are 
well-presented for self-service appraisal. 
Indeed, William H. Whyte, Jr., asserts that 
the consumer, by selling himself on “big- 
ticket” items has earned a price cut, and 
that “. . . whether manufacturers like it 
or not, he is going to get it.’ 


*Leo Aspinwall, “The Characteristics of 
Goods and Parallel Systems Theories,” in 
Managerial Marketing: Perspectives and View- 
points, Eugene J. Kelley and William Lazer, 
editors (Homewood, Illinois: Richard D. Irwin, 
Inc., 1958), pp. 437-441. 


*William H. Whyte, Jr., The Organization 
Man (Garden City, New York: Doubleday and 
Company, Inc., 1956), pp. 348-349, footnote. 


JOURNAL OF 


MARKETING April, 1961 

Increased customer familiarity with 
goods of all descriptions has tended to make 
a widening variety of goods eligible for 
self-service attention. Thus, in stores aim- 
ing at the mass markets, traditional store 
merchandise assortments have been reori- 
ented in response to the more compelling 
classification criterion of “self-service sala- 
bility.” Customers support this change of 
assortment character whenever they feel 
that a better combination of. convenience, 
other services, and price are offered. 

Modern supermarkets, drug stores, and 
discount department stores have proved that 
the range of items that customers consider 
“complementary in purchase” is far wider 
than assortments that are “complementary 
in use.”3 By maintaining the traditional 
assortment emphasis upon merchandise 
items that are complementary in use, some 
stores deny themselves whatever advantages 
are inherent in assortments that are com- 
plementary in purchase and capable of being 
sold on a more impersonal basis. In some 
large department and departmentized 
specialty stores, departmental inter-selling 
is only a partial remedy to overcome the big 
inconvenience to consumers of too frequent 
financial accountings. These transactions 
bear the correlative risk of psychologically 
and physically tiring the customer by: (1) 
repetitively reminding her that she is 
spending money, (2) loading her with bulky 
packages unless she requests delivery, and 
(3) distracting her from concentration 
upon solving the problems of her household 
and family. 

To a considerable extent, consumers act 
as “pollinizing agents” in transferring their 
preferences from one store to another. What 
they find and like in one retail store they 
want to find in other stores. Consumers in 
practically all economic groups have been 
exposed to self-service buying in supermar- 
kets. They have taken with them some of 
the characteristics of self-service buying 
when patronizing other stores, such as in- 
creased initiative in finding items wanted, 
greater willingness to read signs and labels, 


*F. E. Balderston, “Assortment Choice in 
Wholesale and Retail Marketing,” JOURNAL 
OF MARKETING, Vol. 21 (October, 1956), 
pp. 175-183, p. 178. 
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and closer merchandise inspection. Most 
stores have responded to such aggressive 
tactics by evolving toward more open ac- 
cessible displays, toward more specifica- 
tion-differentiated fixturing, toward more 
complete merchandise signing, etc. 


Increased Competition of Self-Service Stores 


The trend toward increased imperson- 
alization in retailing has received consider- 
able impetus from the apparent successes 
of those stores which have adopted self- 
service. Indeed, the trend toward the 
adoption of self-service borders on the 
revolutionary. 

In 1948, 75 per cent of grocery-store vol- 
ume was clerk-serviced, whereas in 1958 
some 84 per cent was done on a self-service 
basis.* The 1959 Directory of Drug Chains 
showed over 60 per cent of chain drug 
stores in the United States to be operated 
with some form of self-service, compared 
to 55 per cent in the 1958 Directory and 49 
per cert in 1957.5 Nearly two-thirds of new 
chain drug stores opened since 1954 have 
been self-service outlets equipped with 
checkout lanes. Experience in variety 
stores is sirailar with all the major chains 
engaged in conversion to self-service pro- 
grams. 

Limited-service department and specialty 
stores of all types have also embraced self- 
service. This includes the “Quick Service” 
program of Sears, Roebuck and Company 
and the practices of most latter-day “dis- 
count” or “progressive” department stores. 
Hardware, stationery, toy, and other type 
stores have also engaged in self-service to 
an increasing degree. 

Stores retaining personal clerk service 
and the traditional store layout, fixturing, 
display, etc., thus have been faced with an 
aggressive enterprise differentiation form 
of competition in self-service. In addition to 
this competition in service, price competi- 
tion has been accentuated. 


‘25th Annual Nielsen Review of Retail Gro- 
cery Store Trends, 1959, p. 15. 


* Chain Store Age, Vol. 34 {December, 1958), 
p. 10. 


*25th Annual Review of Retail Drug and 
Proprietary Store Trends, 1959, p. 18. 
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The service policy of most self-service 
stores is based upon providing only com- 
petitively desirable or necessary services 
above the common service of assortment 
assembly. When additional services such as 
credit or delivery are added, the attempt 
is usually made to offset these costs by 
charging for them as directly as is com- 
petitively possible. Lower personal selling 
costs engendered by self-service enables 
them to enhance an already favorable price 
spread when compared with stores com- 
mitted to absorbing more of the traditional 
retailing amenities. As a result, clerk-serv- 
ice stores are faced with increasing price 
competition for the merchandise items that 
both types of stores carry and perhaps in- 
creasing difficulty in retaining exclusive 
lines.? 


REASONS FOR PREFERRING 
PERSONALIZED SERVICE 
Against the mounting pressure from 
these fronts, some store managements hes- 
itate to adopt self-service where possible 
for the following reasons: 
1) Honest doubts that self-service is 
wanted or that it can reduce expenses 
2) Inability of self-service to satisfy all 
customers 
3) Difficulties of applying self-service to 
all merchandise items 
4) Possible aversion to competitive prac- 
tices that self-service evokes 
5) Other reasons for resistance to self- 
service 


Doubts That Self-Service Is Wanted or Able to 
Reduce Expenses 

Most store managements probably recog- 
nize that, for the great bulk of consumer 
goods, the range of necessary selling service 
has shifted noticeably on the continuum 
from personalized service toward more im- 
personal service or self-service. Neverthe- 
less, the managements of many prestige 
department and departmentized specialty 
stores, the remaining strong bastion of 
individual selling attention, believe that 


7 Victor Lebow, “The Crisis in Retailing,” 
Journal of Retailing, Vol. 33 (Spring, 1957), 
pp. 17-26, 55. 
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more lasting and profitable enterprise dif- 
ferentiation can be achieved by fighting the 
impersonalization of retailing which super- 
markets have nearly made their trademark. 

With the view that customers want more 
intimate personal relationships with stores, 
some take the position that better and more 
personal salesmanship is needed, not the 
abolition of it. These managements tend to 
accept only peripheral features of imper- 
sonal selling programs and consciously work 
to assimilate as much of the cost-reduction 
features as possible without compromising 
the character of their full and individualized 
services. 

Other managements regard self-service 
more favorably but doubt that it can sub- 
stantially reduce costs in their operations. 
They agree that perhaps staple stock will 
sell, but fear that the newer styles, “en- 
semble,” and impulse purchases will not; 
that customers will consistently buy the 
lowest-priced goods; that pilferage will in- 
crease; that salespeople will have to be re- 
placed by equally expensive stockpeople. 

Cost comparisons with self-service opera- 
tions usually begin with a direct item-for- 
item examination of comparative selling 
costs. The next step may be realization that 
other costs, such as training, pilferage, re- 
turned goods, credit, and delivery may also 
be affected. Conjecture as to the relative 
change that self-service might induce in 
these expenses is further complicated by the 
possibility of changing sales levels. 

Perhaps not widely recognized yet is the 
notion that regrouping of departments ac- 
cording to relative degrees of item self- 
serviceability may contribute to increased 
economies through a larger average depart- 
mental scale of operation. That is, depart- 
mentalization by function rather than by 
merchandise purpose may permit an in- 
crease in the number of items serviced by 
the same or only slightly increased depart- 
mental input effort. 

Something like this seems to have taken 
place in food distribution where the number 
of items carried in the average modern 
supermarket has grown from about 1,000 
items in 1933 to about 6,000 items in 1956 
and where average sales per store in 1934 
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were $42,000 compared to $893,000 in 1956.° 
According to th» same authority, food 
chains have redu-ed their margins from 
22% per cent to 18 per cent on the sales 
dollar in the 21 years prior to 1957 “. . . 
because of self-service innovations and the 
development of modern supermarkets where 
increased volume has made practical the 
introduction of time- and cost-saving ma- 
chinery.”® It was during this period also 
that meats and produce became “undepart- 
mentized” from the customer’s viewpoint 
and joined the swelling of both food and 
non-food items in being available on a self- 
service basis. 


Inability of Self-Service to Satisfy All Customers 

Competition and the drive to be success- 
ful have encouraged retailers to strive for 
yearly increases in sales and profits. To 
achieve these increases, many clerk-service 
stores have expanded beyond the prestige 
market that they were orginally designed to 
serve and now straddle two markets: the 
prestige or “class” market, and the volume 
or “mass” market. In this position, they 
need to stock and sell enough goods in the 
mass market to reach their rising break- 
even points, and yet carry the proper mer- 
chandise and personalized services to retain 
the exclusive atmosphere acceptable to the 
class market. 

Many full-service managements recognize 
that self-service for the mass market and 
personal sales service for the prestige mar- 
ket would be desirable. However, they resist 
changing their operational set-ups to pro- 
vide sales service compatible to the mer- 
chandise and customer needs of both mar- 
kets. Having spent thousands of dollars and 
many years in the patient development of 
full-service reputations, most managements 
hesitate to jeopardize these reputations with 
innovations that are associated with 
limited-service stores. 


* National Association of Food Chains, Prog- 
ress in Food Distribution, a statement by John 
A. Logan, President, National Association of 
Food Chains, to the Consumers Study Sub- 
committee of the Committee on Agriculture, 
House of Representatives, May 8, 1957, pp. 15, 
24. 


*Same reference as footnote 10, p. 15. 
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Difficulties of Applying Self-Service to All 
Merchandise Items 

Supermarkets are able to apply self- 
service exclusively to all items in their as- 
sortments. This is because the items sold 
are typically in the relatively scrutable, re- 
petitively purchased, lower-priced category. 
Much of the merchandise sold in department 
and specialty stores has opposite character- 
istics. In addition, some merchandise has a 
large number of variabie specifications such 
as styles, sizes, colors, or price lines which 
make full exposure of goods for customer 
accessibility difficult. 

For example, in a recent year one manu- 
facturer of men’s shirts made 42 different 
collar-and-cuff styles in the white shirt 
alone. The company made 51 different collar 
styles and sleeve-length combinations. This 
combination of collar styles and sizes alone 
made a total of more than 2,000 different 
shirt specifications. In addition to this basic 
white-shirt stock, other shirts were made 
in different fabrics, stripes, patterns, and 
solid colors. Most men’s furnishings depart- 
ments and stores carry selections from sev- 
eral different manufacturers’ lines and 
often one under their own label. Clearly 
it would be uneconomical, if not impossible, 
to display in open arrangement such a wide 
variety of shirts. Stores emphasizing wide 
selections, the new or novel in merchandise, 
and custom-fitting items have additional 
problems in the implementation of self- 
service. 


Possible Aversion to Competitive Practices 
That Self-Service Evokes 

It is probable that the continued imper- 
sonalization of selling in retail stores and 
especially supermarkets has contributed to 
a weakening in customers’ institutional 
loyalty. Part of the strong patronage ac- 
corded trading stamps, premium plans, etc. 
may be explained in the transference of 
customer loyalty from the retail institution 
per se to the merchandising attraction or 
appendage that accompanies purchase of 
goods. 

In lieu of traditional store services, 
supermarkets have tended to compete by 
offering differential trading-stamp plans, 
premium offers, coupon plans, lotteries, and 


other variations for which external product 
differentiation ha: been suggested as a clas- 
sification..° Whether many store manage- 
ments that resist impersonal selling do so 
partly in order to protect themselves from 
the possibility of engaging in this kind of 
competition is doubtful. It is also question- 
able whether they fully appreciate the mag- 
nitude of the market that they are losing 
to trading stamp and premium redemption 
plans. In some cases at least it is conceivable 
that neither the stamp-dispensing retailer 
nor the consumer is paying for the stamp 
operation but that would-be retailers of 
premium merchandise are supporting it by 
allowing their normal markons to be given 
away. 


Other Reasons for Resistance to Self-Service 


Several other reasons support those man- 
agements which prefer clerk service. In some 
cases, stores have experimented with self- 
service and received adverse results. Al- 
though the quality of these experiments has 
varied widely, adequate tests to provide 
“before” and “after” comparative results 
have been nearly impossible to design. 
Large, multi-unit chains like Sears have an 
advantage in this respect in that they can 
judge an innovation in well-designed test 
stores before applying it to all. According 
to a Sears official, self-service was initially 
installed in “about 125” stores in 1953 to 
determine its effectiveness. 

In other cases, managements may be un- 
usually sensitive to the feelings or prefer- 
ences of salespeople who naturally fear the 
inroads of impersonal selling upon their 
livelihoods. This paternalism for their em- 
ployees in some cases may be an influence 
combining with others to make self-service 
less desirable. In still other cases, store 
managements committed to the personal 


* E. T. Grether, “External Product and En- 
terprise Differentiation and Consumer Be- 
havior,” Consumer Behavior and Motivation, 
Robert H. Cole, editor (Urbana, [Illinois: 
Bureau of Economic and Business Research, 
The University of Illinois, 1955). 


™ Personal letter from G. R. Berger, Mana- 
ger, Research and Development Division, Sears, 
Roebuck and Company, Chicago, Illinois, May 
15, 1957. 
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selling approach prefer to wait and see how 
effective their suburban department or 
specialty stores are before submitting to 
further degrees of self-service. In these 
newer suburban stores, fixtures incorpor- 
ating full exposure and open accessibility 
of goods have been widely used. The com- 
monly experienced peaking of sales in many 
branch stores might encourage further ex- 
perimentation with impersonal selling in 
time. 


INCREASED IMPERSONALITY IN RETAILING 


Despite these very real objections and 
difficulties in accepting further degrees of 
self-service, evidence of increased accept- 
ance in full-service stores is not hard to 
find. Under a host of modified titles, such as 
“self-selection,” “selective open selling, or 
SOS,” “simplified selling,” “open selling,” 
“display merchandising,” self-service or 
impersonal selling is being applied to ever 
more heterogeneous assortments. 

Increasing degrees of self-selection are 
employed in many departments of these 
stores, such as notions, stationery, house- 
wares, records, drugs and cosmetics, toys, 
and others. Indeed, some full-service depart- 
ment stores have successfully tried the su- 
permarket version of self-service in such 
departments as toys, greeting card and 
trimming supplies, and books at peak-selling 
periods such as Christmas. Macy’s in New 
York uses it for stationery and greeting 
cards, books, garden supplies, hardware and 
paints on a regular basis. 

Other influences affecting the imperson- 
ality trend should be mentioned, The in- 
creased encouragement that customers re- 
ceive to use automatic vending machines, 
mail-order catalogs and Christmas supple- 
ments, newspaper order coupons, and tele- 
phone ordering facilities is presumably 
based on the interpretation that more cus- 
tomers might want this more impersonal 
service. It is also quite possible that today’s 
face-to-face personal selling in stores lacks 
some of the warmth or genuine concern 
that it possessed in days when “regular 
customers” were more common. 

Realization that self-service in full- 
service stores need not and cannot parallel 
exactly the development in supermarkets 
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has caused the institution of modified check- 
out systems in some cases. This modified 
checkout sy,tem offers customers the option 
of buying gvods either through conveniently 
located cashier checkout stations or through 
salespeople. There are some control prob- 
lems in this dual approach. However, offer- 
ing customers the option of sales service 
or self-service might be considered the addi- 
tion of another service. Moreover, it sets up 
a choice situation in which customers can 
decide the issue so well phrased in The 
Lonely Crowd: “. . . how much the slow 
progress toward automation in the tertiary 
trades is due to . . . consumer demand to 
buy personalization along with a product, 
and how much to the needs of the work 
force itself to personalize ... whether the 
customer asks for it or not.’”2 


THE SOURCE OF RETAIL INNOVATIONS 


Since self-service originated in food re- 
tailing, it is easy to understand why full- 
service managements emphasizing personal 
sales attention might consider it dubiously. 
Most of these managements regard it as 
antithetical to their own more personalized 
services. This is the customary reception 
accorded a marketing innovation that has 
been introduced and successful at the op- 
posite-service level. 

Retailing innovations have usually en- 
tered the marketplace from two levels: (1) 
the prestige or full-service level where new 
conceptions of service are usually empha- 
sized, and (2) the minimum service level 
where new cost-cutting concepts yielding 
ultimate price benefits to customers are 
emphasized. After suitable test periods, the 
dynamics of enterprise differentiation com- 
pel tests on other retail-service levels. Thus, 
credit plans were introduced on the vpper- 
service levels, proved acceptable to growing 
numbers of consumers, and eventually were 
added to the service components of many 
limited-service stores. Just as the stronger 
full-service stores hesitate to accept self- 
service which they consider to be a service 
of an unwanted nature, limited-service 


* David Riesman, Nathan Glazer, and Reuel 
Denney, The Lonely Crowd (Garden City, New 
York: Doubleday and Company, Inc., 1950), 
pp. 310-311. 
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stores hesitate to accept innovations that 
they consider to be of a service character. 
The J. C. Penney Company, for instance, 
has just in recent years been converting its 
stores to credit. 

Self-service gained its acceptance as a 
price-reducing innovation. It is now in the 
“dressing-up” or adaptive stage where var- 
iations on the basic theme are being devised 
to make it more suitable for appropriate 
merchandise in stores on higher-service 


levels. Diversity in retail service patterns 
will surely continue. Some merchandise 
items may always need personalized sales 
attention and it is to be hoped that some 
stores will continue to serve this need. 

It seems clear, however, that the range 
of selling service applied to consumer goods 
generally has shifted perceptibly in the 
direction of increased impersonality. Store 
managements should continue to be alert 
to the significance of this shift. 
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Competitive Pricing 
in Railroad Freight Rates 


JOEL DEAN 
The economic history of the railroads and the problems faced by 


them are in many ways unique. However, many of the railroads’ prob- 
lems are the outgrowth of failure to apply pricing principles which have 
a universal applicability. 

Faulty pricing practices, including inadequate attention to customer 
alternatives, pricing improperly related to the railroad’s own costs, and 
failure to use price as a sales incentive to reduce costs explain many of 
the railroads’ present difficulties. Dr. Dean shows how adoption of 


sound pricing 
far-reaching ts. 


URING the past twenty years the rail- 

roads’ share of intercity freight traffic 
has declined from more than two-thirds to 
about one-third. Most of the lost business 
is now carried by trucks. Why is this? 


Four major factors have contributed to 
the truckers’ success in taking traffic away 
from the railroads: 

1. Decentralization of economic activity 

2. Improvements in trucking efficiency 

relative to railroads 

3. Inattention to service by railroads 

4. Faulty railroad pricing 


* ABOUT THE AUTHOR. Joel Dean, President of 
Joel Dean Associates, Inc., Hastings-on-Hudson, New 
York is an economic and management consultant, and 
also Professor of Business Economics in the Graduate 
School of Business and the Faculty of Political Science, 
Columbia University. He wishes to acknowledge the 
assistance of Warren Nissley of Joel Dean Associates 
in preparing this analysis. 

Dr. Dean is a director of Amerace and General 
Precision Equipment Corporation; an associate editor 
of the JOURNAL OF INDUSTRIAL ECONOMICS; a 
former member of the Board of Editors of the 
JOURNAL OF MARKETING; and has servéd on the 
Market planning Council of the American Management 
Association. He is author of many magazine articles 
and a number of pioneering books on management 
problems, including a book on CAPITAL BUDGETING 
(Columbia University Press). His MANAGERIAL 
ECONOMICS (Prentice-Hall, Inc.) received the na- 
tional award of the American Marketing Association 
in 1952. 


rinciples could bring about competitive changes with 


Decentralization of Economic Activity 

The decentralization of economic activity, 
partly to eliminate long transport hauls, has 
resulted in permanent loss of some rail 
traffic. Growing regional markets and mod- 
ern profit-center management techniques 
are likely to foster further decentralization, 
which will hurt rails more than trucks. 

Despite the fact that rail costs are fre- 
quently lower than truck costs even down 
to hauls shorter than 100 miles, as trans- 
port distance shrinks the cost differential 
narrows and the importance of better truck 
service looms larger. 


Improvements in Trucking Efficiency 

In the long run, freight traffic will inevit- 
ably gravitate to the mode of transport that 
serves shippers’ needs most economically. 
Efficiency advances during the past several 
decades have been more rapid in the truck- 
ing than in the railroad industry. 

Much of the relative improvement in 
trucking costs was due to extension of the 
highway system by new and greatly im- 
proved construction techniques, and to de- 
velopment of larger, faster, more efficient 
trucks. However, the era of most rapid im- 
provement in trucking technology seems be- 
hind us. Although the Federal Highway 
Program will permit further increase in 
average truck weights and speeds, the re- 
sulting rate of reduction of costs and deliv- 
ery time will be much slower than in the 
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COMPETITIVE PRICING IN RAILROAD FREIGHT RATES 


past. From now on, efficiency improvements 
due to new railroad technology (piggy back, 
for example) should match improvements 
by truckers. In short, trucking is now a 
mature mode of transportation. 

Truckers also have outstripped railroads 
importantly in the area of labor costs per 
hour of effective work. While much of the 
improvement in speed and weight of freight 
trains has been dissipated by union feather- 
bedding, truck-driver demands were policed 
by competition from owner-drivers, always 
ready and anxious to take over. 


inattention to Service by Railroads 


Railroads have often been accused of 
neglecting their customers’ service needs. 
Railroad operating management today is 
taking belated but important steps to speed 
up and regularize service, to keep customers 
better informed on the whereabouts of their 
goods, to provide specialized equipment 
suited to the needs of important shippers, 
and generally to tailor railroad service to 
meet the traffic flow requirements of custom- 
ers. But in many instances railroads prob- 
ably should not try to match truckers’ serv- 
ice fully. 

Elimination of the service inferiority 
should be attempted only when service im- 
provement is clearly worth more to a ship- 
per than such improvement costs the rail- 
road. However, the railroads’ financial 
management can and should provide better 
guides than are now available about the eco- 
nomic value to shippers of various aspects 
of service, such as speed, reliability, and 
convenience, 


Faulty Railroad Pricing 


Four factors account for the declining 
railrond share of total freight business: 
relatively rapid improvement in trucking 
efficiency; decentralization of economic ac- 
tivity; poor service; and faulty pricing. 

The fact that railroads have any profit- 
able traffic left is a real tribute to the 
inherent efficiency of this form of transport. 
Several characteristics of the rail rate 
structure push traffic into truckers’ hands: 
(1) many unrealistically high rates; (2) 
rates higher for high-value commodities 
than for low-value commodities; (3) in- 


adequate incentives for heavy loading; (4) 
excessive discounts for long hauls. 

1. Unrealistically High Rates. Most class 
rates, and many related exception rates, are 
so far above trucking costs as to move 
virtually no traffic. The aggregate transport 
volume of items now classified only under 
these “paper” rates is very substantial. 
Virtually all of this traffic has been diverted 
from the rails to the trucks by non-competi- 
tive pricing, without opportunity for rela- 
tive costs of the two modes of transport to 
exert any influence at all. 

2. Rates Related to Value of Commodities. 
The railroads’ heritage from past monopoly 
power is a rate structure characterized by 
a higher railroad freight rate for com- 
modities with high value per pound than for 
commodities of lower per poundgvalue. 

If the value of commodities should be 
recognized by the rate structure at all, 
exactly the opposite treatment would be 
most effective in competition with trucks. 
This is because trucks reduce the time 
merchandise is tied up in transit. The 
higher the value of the merchandise, the 
larger is the inventory-cost saving from 
fast delivery. Hence, to compensate for the 
railroads’ slower and more erratic service, 
rail rates per hundred pounds should be 
lower relative to trucks on high-value than 
low-value commodities. 

“Across-the-board” postwar price in- 
creases aggravated the distortion between 
high-value and low-value commodities. On 
balance, the rate increases were greater for 
previously high-rated than for previously 
low-rated commodities, even though during 
this period truckers increased their service 
superiority over the railroads. There has 
been no cost justification for this widened 
commodity-value disparity in rates, because 
cost changes have been unrelated to the 
value of commodity carried. Thus, rail 
freight rates were set further below truck 
costs on bulky low-value commodities for 
which truckers have never competed, while 
rail rates have increased relative to truck 
costs on high-value commodities for which 
trucks were already most competitive. 

3. Inadequate Incentives for Heavy Load- 
ing. The railroads’ greatest comparative ad- 
vantage is on shipments too heavy or bulky 
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to fit in a single truck van. Yet the typical 
tariff throws away this advantage by charg- 
ing the minimum average rate per hundred- 
weight for a “carload” which is roughly the 
same size as a truckload. 

At most, the shipper is offered one or two 
alternative minimums, which encourage 
loading at such minimums but not beyond. 
The railroads could increase their profit 
even on the traffic they already carry, by 
sharing with shippers in the form of con- 
tinuous incentives the cost savings of heav- 
ier loading per car and of multiple-car ship- 
ments. 

4. Excessive Discounts for Long Hauls. 
Existing tariffs usually allow discounts per 
ton-mile on longer hauls which exceed the 
distance cost-saving to the railroads. This 
pattern pricing tends to increase the 
rail rate relative to trucks on short hauls, 
thereby increasing the length of haul for 
which trucks can compete successfully. 


Why should such obvious errors in com- 
petitive pricing persist? One reascn is the 
appalling complexity of the existing rail- 
road rate structure, which hides the effects 
of the rate characteristics. A more import- 
ant reason is that the existing rate struct- 
ure was,not built up under today’s competi- 
tive conditions. Most of the rate structure 
is a carry-over from an era when truck 
competition was nonexistent or unimport- 
ant. 

All profitable freight rates are set be- 
tween two limits. The lower limit is the 
railroad’s cost of providing the service. The 
upper limit is the cost to shippers of equiva- 
lent service from some alternative mode of 
transport. 

This does not mean that financial ana- 
lysts are able to make rate decisions. In 
those cases in which the pricing decision 
will have greatest impact on earnings, there 
is considerable room for discretion and 
judgment between the floor and the ceiling. 
In all cases, the purpose of an estimate of 
the floor and the ceiling is to orient the 
rate-maker. Knowledge of the ceiling helps 
him to anticipate the effect of a proposed 
rate change on the volume of traffic. Knowl- 
edge of the floor is needed to compute the 
contribution profit from any proposed rate 
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change in conjunction with the traffic 
change anticipated therefrom. 


Costs That Set the Rate Ceiling 


The ceiling on a railroad rate that will 
move traffic is the shippers’ cost of obtain- 
ing equivalent service from another mode 
of transport. This opportunity-cost rule has 
universal application in the railroad indus- 
try, because, even in the case of commodi- 
ties and routes where no other public carrier 
operates, any substantial shipper has the 
alternative of providing his own trucking. 

For many years most railroads did not 
feel much pricing restraint, because their 
ceiling was very high. This was because 
alternative modes of transport were poor 
substitutes for rail transport, and because 
price competition within the railroad indus- 
try has been effectively restrained by rate 
bureaus and government regulation. Hence, 
customers’ alternatives took the form of not 
shipping or not producing the commodity. 
But the development of highway net-works 
destroyed this early railroad monopoly posi- 
tion. 

Transport alternatives available to ship- 
pers differ in two dimensions—price and 
service. To be competitive, railroad rates 
must take account of both. 

1. Costs That Determine the Price of 
Truck Transport. The rate ceiling set by 
alternative transport is established by the 
costs of an efficient truck operation. The 
fact that truckers now competing on any 
given route may have higher than optimum 
costs does not matter; truckers’ costs will 
be driven to an efficient level promptly by 
other truckers. Nor should any attention be 
given to the published rates of truck com- 
mon carriers. If these rates are materially 
higher than trucking costs, shippers always 
have the alternative of providing their own 
trucks. 

The important factors determining opti- 
mum trucking costs per ton-mile for any 
given traffic are: 

a. Mileage utilization of equipment and 

empty return ratio 

b. State highway weight limits, or weight 

of a full truck load if restricted by 
light density of the commodity 

ce. Length of haul (measured by road— 

not rail—mileage) 
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d. Degree of metropolitan concentration 

and other terminal characteristics 

e. Type of equipment required 

Conspicuous by its absence from this list 
is any mention of the value or other char- 
acteristics of the commodity carried, aside 
from its density and form (which may in- 
fluence weight per truck load and equipment 
requirements). To convert data on the pre- 
ceding five factors into an estimate of the 
trucking cost relevant to a specific railroad 
rate-making decision calls for specialized 
analysis. 

2. Costs That Determine Value to Ship- 
pers of the Service Differential. To specify 
accurately the ceiling rate at which traffic 
will move over the rails, we must know the 
value to shippers of any enduring service 
disparity between truck and railroad. In 
most (but not all) cases, railroad service 
is inferior to trucking service. Railroads 
should either eliminate the service inferi- 
ority, or make allowance for it in their 
rates. It is often not possible or desirable 
to provide rail service identical with truck 
service. Hence, rail rates must usually make 
concessions for a service disparity, and rate- 
makers need the best estimate they can get 
of the dollar value of this disparity to the 
shipper. 

The service disparity between railroad 
and truck is made up of two parts: (1) 
differentials in loading cost, drayage, break- 
age, and other direct costs to the shipper; 
and (2) differential transit time, including 
not only a longer average time in transit 
for rails but greater unreliability in rail- 
road delivery time. 


The first part of the service disparity, 
differential direct costs incurred by ship- 
pers, usually can be estimated satisfactorily 
by careful evaluation of facts obtained from 
interviews with shippers’ and receivers’ 
traffic managers. The second part, translat- 
ing differential transit time and uncertainty 
into dollar value to the shipper, requires 
more imaginative analysis and considerable 
judgment. This value is determined primar- 
ily by the investment in the shipment, the 
cost-of-capital to the receiver and/or ship- 
per, and how the commodity fits into the 
receiver’s production process. 


COSTS THAT SET THE RATE FLOOR 

The rate floor is not a level to which rates 
should be permitted to fall, but rather a 
base above which revenue contributions 
should be maximized. One can easily get 
agreement that this floor should be the rails’ 
cost of ¢arrying freight, but agreement 
often ends when one tries to define the ap- 
propriate concept of cost. Proponents can 
be found for everything from ICC “fully 
distributed” cost to the obvious avoidable 
cost of the particular haul. Many misunder- 
standings arise out of attempts to use a 
single cost concept to serve several disparate 
purposes, and one of the hardest lessons 
for most sales managers to learn is that 
there is no such thing as the cost. 

And there really is no such thing as the 
incremental cost—even for commodities of 
the same form and density. The relevant 
incremental cost for a particular rate de- 
cision depends, for example, upon the dura- 
tion of the commitment to carry traffic. For 
temporary or reversible pricing decisions 
that utilize otherwise idle capacity, the 
rate floor need include only the added direct 
line-haul and terminal costs and the physi- 
cal wear and tear on rolling stock and fa- 
cilities. 

In the more common case, due to con- 
tractual or political inflexibility, commit- 
ments to carry freight at a given rate are 
long lasting. Hence, the appropriate meas- 
ure of the rate floor is usually long-run 
incremental cost, which must include an 
allowance for the eventual expansion of 
capacity if existing capacity will be inade- 
quate, In addition, the relevant incremental 
cost varies not only with duration of the 
traffic commitment but also with a partic- 
ular rate’s geographic scope, because in- 
cremental cost of carrying the same load 
for the same distance can vary widely from 
one road to another. 

In the past, the ICC has placed road- 
blocks in the paths of railroads when they 
tried to base rates upon the principle of 
maximizing contribution profit over incre- 
mental cost. However, measuring contribu- 
tion from a rate floor set by incremental 
cost not only maximizes railroad earnings, 
but also usually brings about the most 
efficient use of economic resources devoted 
to transport. 
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Pricing Between the Ceiling and the Floor 

Wherever there is room for discretionary 
pricing between the rate ceiling and floor— 
as there almost always is for some length 
of haul and some weight of shipment—the 
objective should be to set rates that will 
maximize total dollar contribution over in- 
cremental cost. This objective is often 
served by a rate structure going below that 
needed to merely undercut costs of alterna- 
tive modes of transport. 

Such opportunities arise under two kinds 
of circumstance. The first is when rates 
can be set which give shippers incentives 
to change their utilization of railroad equip- 
ment in a way which reduces the railroad’s 
cost—for example, incentives for loading 
cars more fully or for using equipment 
during off-peak periods. The second is when 
rates can be set which increase the aggre- 
gate amount of traffic (as opposed to in- 
creasing the rails’ share of the same traffic) 
because of transport demand highly respon- 
sive to rate changes. 

1. Reducing Rail Costs by Increasing 
Utilization of Equipment. To provide in- 
centives for heavier loading, freight rates 
should be a continuously decreasing average 
charge per ton-mile, all the way up to ca- 
pacity of the car. Alternate minimum 
charges do not accomplish this objective, 
unless there are so many alternate mini- 
mums as to approximate a continuous in- 
centive. 

The railroads can profitably share with 
shippers as much of the cost saving from 
heavier loading as is necessary to induce 
such heavier loading. Although some ship- 
pers may at first be unreceptive to incen- 
tives disrupting traditional ways of think- 
ing or threatening to increase competition 
within the shipper’s industry, the economic 
pressure of greater efficiency will eventually 
cause most shippers to welcome such incen- 
tives. 

Special rates or discounts should similarly 
be allowed for multiple-car shipments, with 
the average charge per ton-mile decreasing 
continuously all the way up to a full train. 

To even out seasonal peaks and valleys, 
some sort of standby charge or penalty for 
peak season use of facilities is essential. 
Alternatively, off-season discounts can be 
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offered on commodities which utilize season- 
ally idle facilities. 

2. Increasing the Aggregate Traffic. Rail 
rates far below the ceiling of truck costs 
are needed to move some commodities in 
volume. The primary consideration in set- 
ting rates on such commodities, however, 
should be maximization of profit—not maxi- 
mization of traffic flow. There are now many 
low-rated commodities, especially farm 
products, carried at rates below the level 
that would maximize rail profits. 

Discounts for long hauls are desirable if 
the amount of long-haul traffic is highly 
responsive to railroad freight rates. How- 
ever, just the fact that long hauls provide 
railroads with cost savings is not sufficient 
reason to pass these savings on to the cus- 
tomer. Concessions should be made only 
when they are expected to increase contri- 
bution profits. 


Systematic Pricing for Railroads 


These competitive rate making principles 
are really quite simple, certainly far simpler 
than the present maze of rates with little 
rationale. Indeed, a simple competitive rate 
structure that could profitably replace the 
entire class rate system can be constructed, 
using as determinants of the charges only 
(1) form and density of the commodity, (2) 
weight loaded in the car, (3) length of 
the haul, and (4) speed and reliability of 
delivery. 

In conjunction with such a simplified 
basic rate structure, there would be many 
opportunities to discriminate profitably by 
selective rate reductions. Once the principles 
of selective pricing have been thought out, 
the cost-behavior measurement needed to 
apply those principles to a large number 
of separate rate decisions would be no bar- 
rier to systematic pricing in this era of 
electronic computers. 

Compared with many industries, the rail- 
roads are admirably situated for applying 
systematic economic analysis to their pric- 
ing problems. The service being priced is 
relatively standardized and has only a small 
number of close substitutes. Competitive 
reactions of the most important substitute, 
trucking service, are highly predictable. 
Competitive reactions among railroads are 
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restrained by a long-standing tradition of 
pricing co-operation. Finally, a wealth of 
relevant statistical data is available for 
forecasting cost behavior. 


Systematic application of railroad rate- 
making principles is not a dream for the 
far distant future. Evidence of this is the 
rate structure adopted by eastern railroads 
in their recent Paint Rate Case. 

A favorable ICC decision marked what 
should be a giant step toward effective com- 
petitive pricing for the railroad industry. 
In this Case, the railroads adopted—and the 
ICC implicitly approved—several very im- 
portant principles of competitive pricing. 


Maximization of Contribution Profit Over 
Incremental Cost 

In justifying their new rate schedule, the 
eastern railroads stressed the anticipated 
increase in contribution over the ICC for- 
mula “out-of-pocket” cost. In accepting this 
argument, the ICC indicated that contribu- 
tion of the new rates over “actual costs” 
would have been desirable if the relevant 
actual costs could have been developed. The 
actual costs to which the ICC referred were 
quite clearly incremental costs for the par- 
ticular traffic. 


Pricing to Undercut Truckers’ Costs 


The basic formula used in the new tariff 
on paint and related articles for a 30,000- 
pound carload minimum was a terminal 
charge of 15c per hundred-weight, plus a 
mileage charge of 10c per hundredweight 
per hundred miles. The shape of the rate 
curve generated by this formula for vari- 
ous mileage blocks closely parallels the 
shape of the truckers’ cost curve. At all 
distances, the rail rate established by this 
formula appears to be a little below the 
costs of an efficient trucking operation. 

The 30,000-pound carload minimum, it 
should be noted, is itself somewhat below 
the truck load capacity for a dense com- 
modity like paint. The basic formula was 
altered by a minimum charge per car, to 
prevent revenue from falling below the in- 
cremental cost floor on lightly loaded cars 
and short hauls. 
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Continuous Incentive Rates 


The paint rate formula provides also for 
a discount of 10 per cent off the carload 
rate for the weight in excess of 30,000 but 
less than 60,000 pounds, and for a 25 per 
cent discount off the carload rate for the 
weight in excess of 60,000 pounds. 

To the shipper, this means that the 
average cost per hundredweight becomes 
continuously lower and lower with every 
hundredweight put in each car, all the way 
up to capacity of the car. To the railroad, 
at the same time, the contribution over in- 
cremental costs increases with each hun- 
dredweight up to full capacity of the car. 
The incentive discounts appear to have been 
set to share with shippers roughly one-third 
of the cost saving for loading above the 
carload minimum, while the railroads retain 
the remaining two-thirds of the cost saving. 


Abandonment of Historical Rate Relationships 


The rates adopted by the eastern rail- 
roads for finished paint products are, in 
some cases, lower than the rates in effect 
for pigments and other paint ingredients. 
This reverses the traditional rate struc- 
ture, which provided lower rates for raw 
materials than for finished paint products. 

The railroads reversed this structure be- 
cause they were enjoying a substantially 
higher proportion of the raw material traffic 
at each distance than of the finished prod- 
uct traffic. The comparative advantage of 
trucking service is apparently less valuable 
for raw material than for finished paint. 


Profit-Oriented Research Approach 


The rate structure adopted in the Paint 
Rate Case was not arrived at quickly or 
casually. Indeed, because this was a pio- 
neering effort, the time and money expended 
were far greater than will be needed to 
achieve comparable results in the future. 
The paint rates culminated several years 
of work by a special research committee, 
which attacked all the available data re- 
lating to the market potential, rail costs, 
and truck costs. The result was convincing 
evidence that the proposed new rates on 
paint would increase railroad profits. Sub- 
sequent experience has borne out this ex- 
pectation. 
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Fitting the Semantic Differential 
to the Marketing Problem 


e WILLIAM A. MINDAK 


How can we QUANTIFY abstract qualitative data that deal with 
consumers’ reactions to the image of a brand, product, or company? 
pre- 
y showing recent modifications of this useful technique. 


This article suggests new uses for the semantic differential, an 


sents a case 


DVERTISING and marketing men fre- 
quently are faced with the problem of 
quantifying highly subjective data, repre- 
senting difficult-to-verbalize reactions of 
people to the “image” of a brand, product, 
or company. 

Consistent with this attempt to define an 
“image” is the technique originated by 
Charles E. Osgood and his associates, called 
the semantic differential.' This technique 
attempts to measure what meaning a con- 
cept might have for people in terms of 
dimensions which have been empirically de- 
fined and factor-analyzed. Since this concept 
can indeed be something as abstract or 
nebulous as a company image, the semantic 
differential has seen increasing use in vari- 
ous ways.” 


1Charles E. Osgood, George J. Suci, and 
Percy H. Tannenbaum, The Measurement of 
Meaning (Urbana, Illinois: University of 
Illinois Free Press, 1957). 


2 William A. Mindak, “A New Technique for 
Measuring Advertising Effectiveness,” JOUR- 
NAL OF MARKETING, Vol. 20 (April, 1956), 
pp. 367-378. Mogul, Lewin, Williams & Saylor, 
Inc., “Product Semantic Indices,” (private 
publication) (New York, 1958). John F. Bol- 
ger, Jr., “How to Evaluate Your Company 
Image,” JOURNAL OF MARKETING, Vol. 
24 (October, 1959), pp. 7-10. 
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educational television, the use of television in army 
training, and psychological warfare. Dr. Mindak has 
written articles for the “Journalism Quarterly,” “Audio- 
Visual Communications Review,” and the JOURNAL 
OF MARKETING. 


Osgood’s semantic differential involved 
repeated judgments of a concept against 
a series of descriptive polar-adjectival 
scales on a 7-point equal-interval ordinal 
scale. These scales were usually selected 
from 50 pairs of polar adjectives, with 
heavy factor loadings labeled “evaluative” 
(on which are based the attitudinal meas- 
ures), “activity,” and “potency.” 

An example would be: 

Progressing from left to right on the 
scale, the positions are described to the 
subjects participating in the experiment as 
representing “extremely good,” “very good,” 
“slightly good,” “being both good and bad,” 
“slightly bad,” “very bad,” and “extremely 
bad.” Subjects are encouraged to use the 
scales as quickly and as honestly as possible 
and not to puzzle over any particular concept. 

In scoring the differential, weights can be 
assigned to each position; and these in 
turn can be converted to individual or 
group mean scores and presented in “pro- 
file” form. Reliability of the differential 
is reasonably high, and the measure has 
a high degree of face validity. 


SEMANTIC DIFFERENTIAL IN MEASURING “IMAGES” 


The semantic differential has a number 
of specific advantages for marketing re- 
searchers interested in measuring brand, 
product, or company images: 

1. It is a quick, efficient means of getting 
in readily quantifiable form and for large 
samples not only the direction but intensity 
of opinions and attitudes toward a concept 
. . . be it brand, product, or company. If 
desired, these “profiles” can be used as a 
guide to indicate areas for more intensive 
research or interviewing. 
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2. It provides a comprehensive picture of 
the “image” or meaning of a product or 
personality. Duncan Hines and Betty 
Crocker as corporate personalities might 
both be looked upon favorably, but reacted 
to differently in terms of “activity,” 
“strength,” “warmth,” “helpfulness,” etc. 

3. It represents a standardized technique 
for getting at the multitude of factors which 
go to make up a brand or product “image.” 
Comparison of one brand with another must 
take into consideration specific brand attri- 
butes (size, shape, price, ingredients, etc.) 
as well as general product class character- 
istics (including competition) ; the sources 
of the impressions (merchandising, packag- 
ing, advertising, media, etc.) ; the company 
that makes the product; and types of con- 
sumers associated with the product. 

4. It is easily repeatable and quite reli- 
able. Therefore, it can be used as a con- 
tinuing measure sensitive enough to note 
changes in consumer reactions from year 
to year. 

5. It avoids sterotyped responses and al- 
lows for individual frames of reference. The 
sheer number of scales and concepts and the 
speed of administration (both with groups 
and individuals), encourage quick “top-of- 
mind” responses. For this reason it has 
sometimes been called a “semantic projec- 
tion” test. 

6. It eliminates some of the problems of 
question phrasing, such as ambiguity and 
overlapping of statements. In addition, it 
facilitates the interviewing of respondents 
who may not be too articulate in describing 
their reactions to such abstruse factors as 
a brand, product, or company image. 


To make the differential even more sensi- 
tive in evoking subtle distinctions in the 
images of physically similar products, re- 
searchers have suggested many modifica- 
tions. The most important of these are: 

1. Descriptive nouns and phrases. These 
are in addition to (and sometimes as a 
substitute for) simple one-word adjectives. 
The original differential dealt primarily 
with single-word adjectives such as “good- 
bad,” “weak-strong,” “pleasant-unpleasant,” 
ete. The “evaluation,” “activity,” and “po- 


tency” factors are still retained, but with 
increased shades of meaning provided by 
these longer, more involved scales. 

Here is an example for a beer: 
Happy-go-lucky—kind of serious 
Something special—just another drink 
Little after-taste—lots of after-taste 
Really refreshing—not really refresh- 
ing 
American flavor—foreign flavor 

Here is an example for people who drink 

beer: 
Live in average homes—live in expen- 
sive homes 
Take life easy—always on the go 
Drink just to be sociable—really enjoy 
it 
Really know beer—can’t tell one from 
another 
Snobs—regular guys 
Housewife—career girl 
Edmund W. J. Faison, President of Visual 
Research Inc., in an attempt to match per- 
sonality types with package designs, labels, 
colors, etc., has used these phrases as one 
end of a scale: 
Stands out in a crowd 
Self-made man 
Likes to hunt and fish 
Factory worker making $400 a month 
Belongs to a higher social class than 
his parents 
2. Tailor-made scales. In attempting to set 
up standardized scales, certain researchers 
have concentrated on the classic list of 50 
word-pairs, factor-analyzed by Osgood. This 
direction offers comparative possibilities 
and a hope of generalized attitude scales. 
In rating TV commericals, Burleigh Gard- 
ner of Social Research, Inc., consistently 
uses 30 word-pairs, with heavy factor load- 
ings on evaluation, activity, strength, etc. 

But for many researchers such a stand- 

ardized list lacks flexibility and appropri- 
ateness to the specific problems at hand. 
They find it necessary to construct tailor- 
made word and phrase lists. Sources for 
these lists are content analyses of their 
own and competitive advertising, word as- 
sociation tests with consumers, individual 
or group interviews, and factor analyses. 

In such exploratory or pretests, simple 

opposites are used, often without the 7- 
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point scale. Once it is agreed that these 
adjectives and phrases cover the factors 
best delimiting the image, they are then 
scaled to permit profile comparisons. 

8. “Connotative”’ and “non-poiaz” oppo- 
sites. Although in theory every adjective or 
phrase should have a denotative opposite 
(true-untrue, good-bad, bright-dull), re- 
searchers have found that in practice re- 
spondents often refuse to “play the game,” 
as it were. In an advertising context or in 
rating large well‘known companies, subjects 
often balk at using negative sides of scales 
or to gradate a concept negatively. 

Respondents can, and do, make sharp 
distinctions as to the level of believability 
of a company’s advertising or of a particu- 
lar claim. But they either hesitate to rate 
a concept as unbelievable (feeling that “if 
it is advertised, it must be true”) or they 
are unable to gradate their feelings of 
unbelievability. 

This failure frequently results in indis- 
crimate clustering about the middle of the 
scales, thus making it difficult to differenti- 
ate among concept profiles. Some research- 
ers have attempted to circumvent this ten- 
dency either by “heightening” the level of 
the dimensions or by using phrases which, 
although not necessarily denotatively oppo- 
site, still seem to fit more logically and 
naturally into people’s frame of reference. 
Seales such as these are used: 

Really modern—sort of old-fashioned 
High-quality product—so-so quality 
product 

Heavy beer drinker—a “sometimes” 
beer drinker 

Really peps you up—somehow doesn’t 
pep you up 

4. Built-in control concepts. As a realistic 
control, it is helpful to get ratings on such 
concepts as, “the ideal company,” or “my 
favorite brand,” or “brand I would never 
use.” These control profiles can be compared 
with test concepts or competitive concepts. 
Although one mizht expect respondents 
simply to use the extremes on all scales to 
represent their “ideal” or their “least- 
liked,” such is not really the case. 

5. Personal interviews and mail question- 
naires. Early experiments with the differ- 
ential usually were conducted with “cap- 
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tive” audiences, often students in class. In 
the main, though, the advertising research- 
er prefers to do field studies and depends 
on individual personal interviews. The dif- 
ferential has been used in these situations, 
and respondents show little reluctance in 
performing the task of checking several 
concepts on a variety of scales. The need for 
tailor-made scales is often quite apparent, 
however, in that certain age groups and 
certain socio-economic groups find it rela- 
tively difficult to think in terms of various 
continua and to deal with such abstractions 
as “concepts.” 

Other researchers have even experi- 
mented with the differential in mail ques- 
tionnaires, although this means of delivery 
obviates most of the projective qualities 
of this test. Respondents have too much 
time to deliberate over their judgments and 
have too much control over their ratings. 
Personal supervision is necessary to assure 
speed and “top-of-mind” responses. 


A BRAND-IMAGE STUDY 


The following case study demonstrates 
the use of the differential, as well as some 
of the modifications discussed. This parti- 
cular study’s purpose was to determine beer 
drinkers’ reactions to the personalities of 
three local brands of beer (and specifically 
Brand Y), compared with three competitive 
national brands in a large midwest city. 
Various facets of this image were to be 
explored, such as specific characteristics of 
each brand, the attitudes toward advertis- 
ing, the image of the company, and feelings 
about various consumers who might be as- 
sociated or not associated with each brand 
of beer. 

Respondents were asked to rate these six 
beers on several dimensions. Scales were 
selected from content analyses of depth- 
interview responses, as well as from adver- 
tisements for the various brands. The mean 
ratings were converted into profiles for 
comparison purposes. Figures 1 through 4 
illustrate certain critical scales for three 
local brands of beer. 


Results 


1. Looking at the profiles of products, 
company, and advertising image, (Figures 
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Something special ;Just another beer 


Not relaxing 


Lots of after taste 


Weak 


Aged a long time t 


Not aged a long time 
Really refreshing : 


Not really refreshing 


light feeling : t : : : Heavy feeling 


Distinctive flavor : { : : . ain Ordinary flavor 
\ 


Not watery looking \ Watery looking 


Brand X - - - Brand Y e e « Brand Z 
Ficure 1. Specific product image. 


Well-known :Llittle known 


Old-time brewer Newcomer 


National : Local 


Really modern the Sort of old-fashioned 


Always improving if. = Not too progressive 


Reliable J fs : : Unreliable 


\ 


‘ 


Brand X - Brand e e Brand Z 
Ficure 2. Company image. 
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Do lots of advertising 


April, 1961 


Do little advertising 


Best ‘TV commercials 


Poorest TV commercials 


Ads attract attention 2 


Don't notice ads 


Best looking 6-Packs 


Poorest looking 6-Packs 


Best outdoor boards yak 


Poorest outdoor boards 


Really outstanding advt'g 


Just so much advertising 


Outstanding 6-packs 


Brand x 


- - - Brand Y 


Don't notice 6—packs 


Ficure 3. Advertising image. 


Buy it mostly in 6-packs : 


Buy it mostly on draft 


Live in average homes 3 


live in expensive homes 


Take life easy 


Really enjoy beer 


Always on the go 


Drink just to be sociable 


Housewife 


Younger people 


Regular guys 


Rugged truck driver 


Older people 


Snobs 


Really know beer 


Drink it mostly at bars 


More for a man 


Brand X 


- - - Brand Y 


Can't tell one from another 


Drink it mostly at home 


More for a woman 


e Brand Z 


Ficure 4. Consumer profile. 


1, 2, and 3) it is apparent that Brands X 
and Y enjoy many more positive or favor- 
able ratings than Brand Z. This reflects X 
and Y’s domination of sales and their large 
market share. None of X’s or Y’s mean rat- 
ings fall on the negative side; and very 
few are in the neutral or indifferent area 
(3.5 to 4.5). 


Brand X received essentially positive rat- 
ings in regard to specific product (it was 
quite refreshing, something special, relax- 
ing, and had a distinctive flavor) ; advertis- 
ing (it was outstanding, it was attention 
getting, and there was lots of it); and 
company (it was friendly, large, well- 
known, and an old-time brewer who still 
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manages to grow fast and always improve). 

Although Brand Y’s ratings usually were 
favorable, they were not as extreme as 
Brand X. The only two exceptions occurred 
in ratings of the specific products. Beer 
drinkers rated Y about the same as X on 
the “weak-strong” scale and the “aged-a- 
long-time” dimension. Brand Z, a relative 
newcomer to the city, was reacted to quite 
neutrally—in this case, an indication of 
little consumer experience with, or knowl- 
edge of, the beer. In addition to its “mili- 
tant indifference,” Brand Z was thought 
to be less well-known than the other two 
brands, to do less advertising, and to be 
more of a local beer. 

2. In products such as beer, advertising 
researchers are interested in determining 
the “types” of consumer most often asso- 
ciated with a particular brand. Social Re- 
search, Inc., the Psychological Corporation, 
the Institute for Motivational Research, 
Inc., and other organizations increasingly 
emphasize psychological typologies rather 
than conventional demographic character- 
istics. 

In this case, Figure 4 shows that the 
consumer profile ratings, that is, the types 
of people considered likely to buy each of 
these beers, tend to cluster much more than 
for the other three factors. It might be 
advantageous for a beer not to be inordin- 
ately connected or identified with a parti- 
cular type of consumer. 

Beer drinkers thought Brands X and Y 
more “universal” than Z. They were “all 
things to all beer drinkers.” Brand X was 
thought of as being consumed more at home 
and by average people who really enjoy 
and know beer. Brand Y was considered to 
be drunk more in bars. Brand Z’s image 
tended toward home drinking and use by 
less discriminating beer drinkers. 

The results of this study were interpreted 
by the management of Y company to be 
quite favorable, particularly when the ad- 


vertising budgets of X and Y were com- 
pared. Management was pleased with re- 
actions to the company which a few years 
back had not enjoyed the best of reputa- 
tions. Possible weak areas which might 
need strengthening were Brand Y’s dealer 
displays (6-packs); the feeling that the 
company was not as modern as it could be; 
and the need of upgrading the image of the 
beer among “higher-class,” sophisticated, 
home beer drinkers. 


Implications 

A great deal of controversy (some genu- 
ine, some “strawman”) exists between the 
“quantifier” and the “qualifier” in attempt- 
ing to delineate the image of a product, 
brand, or company. The semantic differen- 
tial and techniques similar to it help to 
quantify what too often has been considered 
abstract, mysterious, and qualitative ma- 
terial regarding consumers’ opinions, feel- 
ing tones, and emotional reactions. In 
addition, the modifications suggested by 
advertising researchers (phrases and nouns 
in addition to single adjectives, connotative 
as well as denotative opposites, tailor-made 
scales) add more scope and direction to 
what may be superficial quantitative 
information. 

The differential serves as a two-edged 
tool: (1) It is a simple, large sample, nose- 
counting device which can be repeated from 
time to time to detect trends in consumer 
reactions, and to measure interaction be- 
tween advertising and consumer attitudes. 
(2) In addition, the differential “profiles” 
serve as useful directional indicators for 
further and more intensive probing, 
using many of the qualitative projective 
techniques. 

In either case, this knowledge can be 
quite useful in deciding on a possible ad- 
vertising or marketing plan, in spotting 
weak areas which might need to be strength- 
ened or strong areas which might need to 
be emphasized. 
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Marketing Research Practices 
and Problems in Japan 


is marketing research. 


ARKETING research techniques and 
theory were introduced into Japan less 
than ten years ago when the nation’s econ- 
omy was rapidly expanding as a direct 


* ABOUT THE AUTHORS. This article, prepared in 
final form by David Carson, Professor of Business 
Administration, Boston University, is based upon a 
paper read to the Boston Chapter of the American 
Marketing Association on February 24, 1960. The 
paper was written by five marketing research execu- 
tives of large industrial companies in Japan who 
spent the first six months of 1960 in the United States 
studying marketing research at Boston University and 
elsewhere, under the sponsorship of the In’ernational 
Cooperation Administration. Dr. Carson was program 
co-ordinator for the team during their stay in the 
United States. 

Junji Hirata received a degree in jurisprudence 
from Tokyo University. He is employed by Takeda 
Pharmaceutical Industries, Ltd., Osaka, in the sales 
planning section. 

Akira Fukushima, a graduate of Waseda University, 
is employed by Mitsubishi Oil Company, Ltd., Tokyo, 
as a supervisor in the market research section. 

Tsukuru Omuro has a diploma in accounting from 
Nagoya Commercial College. He is chief of the mar- 
keting research section for the Mitsubishi Electric 
Manufacturing Company, Tokyo. 

Masao Shiosaki is employed by Shikishima Spinning 
Company, Ltd., Osaka, as manager of .marketing re- 
search of the control and research department. He 
has also served as chief of the raw cotton section, 
All Japan Cotton Spinners’ Association. He received 


a diploma in English literature fram a teachers’ college. 


Katsuaki Takeda, a member of Japano Esperanto 
Institute, has an M.A. in Spanish from Tokyo University 
of Foreign Studies. He is a member of the marketing 
research section of Sumitomo Metal Industries, Ltd., 
Osaka. 
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Five Japanese marketin 
made in the application of marketing research in Japan, and several 
limitations encountered. 


© JUNJI HIRATA, AKIRA FUKUSHIMA, 
TSUKURU OMURO, MASAO SHIOSAKI, and 
KATSUAKI TAKEDA 


The rebuilding of Japan's productive facilities following World War Il, 
is widely recognized. Less well known, though, is the role which "modern" 
marketing methods have played in this development. A case in point 


researchers relate the progress already 


result of the Korean War. After a period 
of rapid growth, the Japanese economy en- 
countered a moderate recession in 1954, 
with an abrupt change from a seller’s to 
a buyer’s market. It was during this period 
that executives of large Japanese industrial 
enterprises became convinced that their 
suspicions concerning certain weaknesses of 
their marketing structure and operations 
were justified. 

Subsequently, the Japanese government 
sent several study teams to the United 
States, under the sponsorship of the Inter- 
national Cooperation Administration, to 
study these areas. During their visits and 
observations in the United States, these 
experienced executives became aware of the 
important role of marketing research to 
business management and, upon their re- 
turn to Japan, they were able to contribute 
greatly to the development of marketing re- 
search in their country. 

This turn of the tide was not easily 
effected, however, since old-line business- 
men tended to follow traditional and out- 
moded practices. On the other hand, far- 
sighted businessmen, government officials, 
and some academicians did advance their 
concepts of scientific management, with 
marketing research in the vanguard of their 
arsenal of ideas. Marketing-research semi- 
nars and meetings were held throughout 
Japan, with attention focused on the need 
for marketing research and on its basic 
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methodology. Some companies started to 
apply marketing research immediately in 
their business activities, but an even larger 
number continued their traditional manner 
of operation. 

In line with the gradual adoption of mar- 
keting research in industry, a number of 
technical problems arose which made it 
necessary to send a team of marketing- 
research specialists to the United States in 
1957 in order to discuss questions of method- 
ology with their American counterparts. 
The team’s primary objective was to gain 
first-hand knowledge as to how American 
firms applied certain concepts of marketing 
research—especially the gathering and dis- 
semination of data, sampling, uses of mar- 
keting research within the firm, organiza- 
tion of marketing research units, sales 
analysis, and marketing-research practices 
in industrial settings. Although the team 
members had been well grounded in the 
American and European literature of mar- 
keting research, it was difficult for them to 
grasp fully certain applications solely 
through reading. Commerical marketing 
managers as well as government officials 
in charge of such research composed the 
group. Team members were particularly 
impressed by the rational nature of the 
American approach to the problem of find- 
ing outlets for products. 

As a result of this visit, impetus was 
given to the establishment of the Japan 
Marketing Association, modeled closely 
after the American Marketing Association 
with respect to aims, organization, and 
policies. Since then the association has 
contributed a great deal to the marketing 
activities of Japanese business; and its 
officers have on frequent occasions partici- 
pated actively in management seminars, 
lectures, and discussions. In addition, the 
association has conducted its own research, 
placing special emphasis on Japan’s future 
marketing needs. 

As a result of these measures, marketing- 
research activities in Japan have now at- 
tained a relatively high level of practice, 
but are still far below American standards. 
An enormous disparity still exists in the 
manner in which marketing research is 
practiced from company to company, and 


MARKETING RESEARCH PRACTICES AND PROBLEMS IN JAPAN 


from industry to industry, showing once 
again that an economy of extremes is one 
of Japan’s characteristics. 


MARKETING RESEARCH ORGANIZATIONS 


Marketing-research departments of large 
Japanese companies are generally under 
the control of the sales department or the 
planning department. While the activities 
of these departments are in the main cen- 
tered on demand forecasts, product plan- 
ning, distribution systems, and advertising, 
the areas of emphasis depend largely on the 
individual companies or industries, as in 
the United States. In the rare instances in- 
volving marketing research, medium-sized 
and smaller companies usually restrict their 
efforts to sales analysis, demand analysis, 
and forecasting. 

Co-operative research performed by trade 
organizations frequently supplements that 
done by individual enterprises, particularly 
in industries where marketing research has 
already been widely accepted. Co-operative 
research helps to eliminate duplication of 
effort, but the scope of such research is 
necessarily confined to the common interest, 
such as over-all demand forecasts. 

Currently there are three sizable market- 
ing research companies in Japan: Dentsu 
Advertising, Ltd., Central Research Serv- 
ices, and the Japan Social Research Insti- 
tute. Dentsu (Kabushiki Kaisha Dentsu) is 
the largest advertising agency in Japan. 
Its research department, started for the 
purpose of surveying advertising media and 
of assessing their effectiveness, has been 
widely diversified, and now this department 
offers a wide range of marketing-research 
services to its clients. Central Research 
Services, Inc. (Chuo Chosa Sha) was jointly 
established by certain individuals who had 
been associated with the Daily News 
Agency (Jiji Tsushin Sha) and by several 
former government officials. At present, 
Central Research Services concentrates on 
a Brand Barometer Report and on Mass 
Media Research, both on a nationwide scale. 
The Japan Social Research Institute (Yoron 
Kagaku Kyokai), small in both size and 
breadth of activities compared with the 
other two agencies, has an excellent reputa- 
tion in the field of motivation research. In 
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addition to the three organizations men- 
tioned, there are several smaller marketing- 
research companies. 

A number of government officials whose 
major interests lie in commercial activities 
are also directing their energies toward the 
advancement of marketing research in 
Japan. They are serving as instructors in 
the training courses in this subject fre- 
quently held in major cities, and are acting 
as liaison personnel between the federal 
government and business. In recent years 
the government has formed a number of 
quasi-official committees staffed by people 
drawn from government and business. One 
of the major activities ix to forecast de- 
mand, boch short-range «nd long-range. 
Until now these new comn;'ttees have con- 
cerned themselves with only a few key 
industries. 


Today hardly any major business execu- 
tive in Japan denies the vital role which 
marketing research must perform. Yet 
many problems still face the Japanese. 

The foremost problem concerns statistics. 
Whereas Japanese statistics, both private 
and public, are today more elaborately 
developed than in other Asian countries, 
this was not always the case. After the 
war, eminent American experts played an 
important part in raising statistical stand- 
ards to the present-day level. Even so, one 
of the biggest obstacles in the development 
of marketing research is the fact that these 
statistical data are frequently inconsistent 
and unreliable with regard to their quality 
as well as their availability. This often 
makes it impossible for the researcher to 
obtain a reliable over-all picture of a mar- 
keting situation. Within a single industry, 
one company may lag far behind another 
in the character of its statistical data, and 
the same condition frequently exists with 
regard to various industries. 

Such absence of data—and deficiencies in 
existing data—are especially marked in 
wholesaling and retailing, even though the 
Ministry of Commerce is attempting to im- 
prove this situation by means of a special 
biennial census and occasional special sur- 
veys. Geographical breakdowns are often 
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sparse or non-existent, particularly in the 
areas of sales and consumption; and the 
lack of adequate and reliable data on inven- 
tory levels at various stages of distribution 
poses still another serious hurdle for mar- 
keting research practitioners. The scarce 
reservoir of statistical information for mar- 
keters, togther with the complex nature of 
Japan’s distribution channels, pose one of 
the greatest problems currently facing mar- 
keting research in this country. 

The next problem area is industry-univer- 
sity co-operation. It is a traditional char- 
acteristic that Japanese business circles and 
academic circles maintain a mutual state 
of aloofness or indifference, even though 
there has been some improvement in this 
situation of late. Thus, some professors— 
particularly those who teach marketing-re- 
search techniques in colleges—are trying 
to co-operate closely with businessmen, and 
similarly, certain industries have provided 
them with research funds for studies in 
specific fields. 

Yet this relationship cannot be compared 
with the highly-developed co-operation - 
existing in the United States. This absence 
of industry-university co-operation reflects 
itself in many ways. In the universities, 
marketing research is taught as a regular 
subject in business curricula, but professors 
of this subject generally enjoy a high status 
only within their own academic. circles. 
Moreover, business rarely utilizes the vast 
store of information and knowledge avail- 
able in these universities. 

Another problem is the lack of sufficient 
private research organizations. Extensive 
use of outside consulting firms is widely 
practiced in the United States and else- 
where. The establishment of a large number 
of capable research organizations is urgent- 
ly needed in Japan in order to assist busi- 
ness in formulating its marketing policies 
on more solid grounds. 

Another obstacle is the lack of adequate 
utilization of computing machines in re- 
search. The introduction of advanced-type 
computing machines in private enterprise 
is lagging as compared with their use in 
the United States. Firms which offer such 
calculation services, sometimes called “com- 
puting centers,” are practically non-existent 
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in Japan. Accordingly, these basic processes 
are necessarily performed manually, a 
most uneconomical and time-consuming 
procedure. 

To date, the practice of marketing re- 
search in Japan has been restricted to only 
a few large industrial companies. Even in 
these very large companies, marketing re- 
search has failed to attain the status and 
prestige generally accorded this function in 
American companies. As a result, there is 
a scarcity of research specialists within in- 
dustry, including economists and others 
trained in analytical techniques. 

Japan’s complicated distribution system 
has been responsible for enormous and 
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MARKETING MEMO 
And this, too, will change! 


continuous difficulties for the entire na- 
tional economy. The present system is far 
too complex to explain briefly and, indeed, 
it often confuses the Japanese. The system 
contains such a large number of small dis- 
tributors that an abnormal situation re- 
sults when compared with the distribution 
systems of other industrialized nations. 
Today even the large companies face many 
obstacles in establishing their distribution 
systems on a rational basis. Occasionally 
their efforts are fruitful but, unfortunately, 
this is not always the case. Surely Japanese 
marketers must solve this problem in the 
near future, or distribution will seriously 
suffer. 


Consider how marketing plans will be developed in the future 
in this country once you realize that high-level Kremlin priority 
is rushing Soviet scientists through some of the most astonishing 
projects ever conceived by man... 


* The moon used as a seventh continent, with Saturn and Jupiter 


as space-ship bases 


* Motor energy transmitted to airplanes via radio 
* Volcanoes harnessed to provide power for cities 


Nightless, traffic-free cities 


currents 


Years added to human life by rearranging our sleeping patterns 
Bloodless surgery performed with ultrasonic instruments 
Shallow seas turned into marine farms 

Oil and mineral wells ten miles deep, drilled by high-frequency 


Steel manufactured from ore in one continuous, automatic 
process 


—M. Vassilier and S. Gouschev, Russian 
Science in the 21st Century, (New 
York: McGraw-Hill, Book Company, 
Inc., 1960). Reprinted with permission 
of McGraw-Hill Book Company, Inc.; 
copyright 1959 by M. Vassilier and S. 


Gouschev. 


DO NOT BIND VOLUME 25 UNTIL YOU HAVE RECEIVED 


BOTH JULY, 1961, AND OCTOBER, 1961, ISSUES. VOLUME 


25 WILL HAVE SIX ISSUES (July, 1960, through October, 1961.) 
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The Military 


Research-and-Development Market 


future trends. 


ANY military activities, such as the 

production or operation of military 
weapon systems, involve some efforts of a 
research or analytical nature. However, re- 
search and development generally means 
individual projects which are considered to 
be a part of the early or conceptual phase of 
new military activities. Research, as formal- 
ly defined by the National Science Founda- 
tion, is “systematic intensive study directed 
toward fuller scientific knowledge of the sub- 
ject studied.” There are three general types 
of R & D: basic research, applied research, 
and development. 

Basic research is also referred to at times 
as fundamental research. The primary aim 
of the investigator is a fuller knowledge or 
understanding of the subject under study. 
That is, basic research may be viewed as an 
effort to reach a goal beyond the limits of 
present human knowledge. This type of re- 
search is conducted in the expectation of 
discovering something new in knowledge, 


* ABOUT THE AUTHOR. Murray L. Weidenbaum is 
Staff Economist at the Boeing Airpla);. Company in 
Seattle, Washington, and visiting lecturur in economics 
at the University of Washington. He has served as 
economist with the U.S. Bureau of the Budget and 
also with the Convair Division of the General Dynamics 
Corporation. 

Dr. Weidenbaum has contributed articles to various 
professional and business journals, and is currently 
serving on the Business Research Advisory Council of 
the U.S. Department of Labor, Bureau of Labor Sta- 
tistics and the Committee on Government Operations 
and Expenditures of the U.S. Chamber of Commerce. 
He received his Ph.D. in Economics from Princeton 
University. 


® MURRAY L. WEIDENBAUM 


The research-and-development activities performed for the U.S. mili- 
tary establishment constitute one of the major growth markets of the 
American economy. The level of military R & D during 1960—$2!/, 
billion—was about double the amount devoted to the purpose as 
recently as 1955. This research is also an important indicator of the 
direction of future military production requirements. 

This article indicates the nature of the market and some probable 


concept, or principle which will lead to a 
better understanding of developments in 
the area of science being researched. 

Applied research is the practical applica- 
tion of this knowledge. Applied research 
activities of a military nature attempt to 
exploit the potentialities of new scientific 
findings for future weapon systems or other 
military purposes. Applied military re- 
search now covers such diverse fields as 
advanced guidance systems, digital com- 
puters, high-speed crystal growth, weight 
and size miniaturization, and materials 
analysis. 

Development is the systematic use of 
scientific knowledge directed toward the 
production of useful materials, devices, 
systems, methods, and processes. Military- 
development activities are geared to new 
and improved weapons and equipment to 
increase the effectiveness of the armed 
forces. The major portion of military R & D 
expenditures is devoted to the development 
of weapon systems.! Less than one-fourth 
goes for either basic or applied research. 
Of the amount for research, a modest por- 
tion—it was only $113 million in 1960—is 
allocated to basic research. An additional 
amount is expended on the construction of 
research-and-development facilities. The 
major portion of the effort is devoted to 
the engineering sciences. Research pro- 


1U.S. National Science Foundation, Federal 
Funds for Science, Yol. 8. The Federal Re- 
search and Development Budget, Fiscal Years 
1958, 1959, and 1960. (Washington, D. C.: 
Government Printing Office, 1959), p. 46. 
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THE MILITARY RESEARCH-AND-DEVELOPMENT MARKET 


grams are also carried on in mathematics, 
medicine and public health, biology and 
other “life sciences,” and in the various 
social sciences. 


WHO BUYS MILITARY R & D? 


In order of importance, the Air Force, 
the Navy, the Army, and to a much lesser 
extent the Advanced Research Projects 
Agency are the customers who purchase 
military R & D. 

The Army and the Air Force divide their 
expenditures almost equally between (1) 
R & D performed at military installations 
and (2) contracts with industry, universi- 
ties, and other private organizations. Of 
the portion awarded to non-governmental 
organizations, the Army lets a higher pro- 
portion of its contracts to colleges and 
universities and a lower proportion to in- 
dustry. The Navy relies primarily on out- 
side organizations for R & D, mainly busi- 
ness firms. However, significant amounts of 
Naval financed research and development 
are performed by the Navy itself and at 
colleges and universities. 

The various military agencies financing 
research-and-development activities report 
that they receive many more proposals than 
they can accept. For example, virtually all 
basic research proposals submitted to the 
Office of Naval Research are unsolicited. 
The three major criteria used by ONR in 
evaluating research proposals are: 

1. The scientific merit of the proposal. 
This evaluation is performed against 
the background of the importance of 
the scientific field, the importance of 
the specific area within the field, and 
the probable degree to which more 
knowledge will be accumulated. In es- 
sence, is the proposal likely to produce 
significant new scientific knowledge? 

. The relevance to the military mission, 
The knowledge to be gained from the 
research is evaluated from the view- 
point of how it will contribute to the 
long-range technical development and 
future evolution of the service financ- 
ing the project. In the case of ONR, 
that would be the Navy Department. 

. The competence of the investigator. 
The investigator’s background, experi- 


ence, and general knowledge of the 
field are carefully reviewed. 


WHO PERFORMS MILITARY R & D? 


About one-fourth of military research- 
and-development activities is performed on 
military installations. The Office of Naval 
Research, the Redstone Arsenal, the School 
of Aviation Medicine, the Arctic Aeromedi- 
cal Laboratory, and the Air Force Missile 
Development Center carry on important R 
& D activities. The bulk of military R & D 
projects is performed by business firms, 
colleges and universities, non-profit institu- 
tions, and other private organizations. 

The list of business firms working on 
military R & D contracts covers almost 
every phase of private industry, large and 
small. Included are firms in the aircraft, 
automotive, chemical, electrical, machinery, 
metal fabricating, and petroleum industries. 
Over 50 per cent of all R & D performed 
by private industry is financed by the fed- 
eral government, primarily the military 
establishment. Federal funds represent 
more than one-half of the R & D activities 
of the aircraft, communications, and elec- 
trical-equipment industries; and between 
one-quarter and one-half for the machinery, 
motor vehicle, scientific instruments, and 
optical, surgical, and photographic-equip- 
ment industries. 

The aircraft and electrical-equipment in- 
dustries together account for slightly more 
than one-half of the total research-and- 
development work performed by private 
firms. The U. S. National Science Founda- 
tion, on the basis of the missile and space 
exploration work performed by these two 
industries, has projected that “they will 
continue to play a dominant role in the 
research and development picture for some 
years to come.’ 

Several hundred educational institutions 
hold contracts for military R & D work. 
Many are in the million-dollar category; the 
Massachusetts Institute of Technology is 


2U.S. National Science Foundation, Funds 
for Research and Development Performance in 
American Industry, 1957. (Washington, D. C.: 
Government Printing Office, August, 1959), 
pp. 2-3. 
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FiGuRE 1. Allocation of military research and development. 


the largest, with over $55 million of R & D 
work. Many non-profit institutions work on 
military R & D projects, including the 
Woods Hole Oceanographic Research Labo- 
ratory, The Rand Corporation, and Stan- 
ford Research Institute. 

A few foreign universities and business 


firms perform research work for the De- 
partment of Defense. These include the 
German Institut fur Meterologie & Geo- 
physik der Freien Universitat, the Swiss 
Universitat-Geographisches Institue, the 
French Campagnie Generale de Telegraphic 
Sans Fil, the English Fulmer Research In- 
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THE MILITARY RESEARCH-AND-DEVELOPMENT MARKET 


stitute, and the Belgian Laboratoire Cen- 
tral d’Electricité. 


MAIN AREAS OF ACTIVITY 

By its very nature, military R & D is 
directed toward new weapon systems and 
related military purposes. The greater part 
of the projects is devoted to military wea- 
pons—aircraft, missiles, ships, tanks, and 
artillery. However, major shifts have oc- 
curred in recent years in the relative em- 
phasis given to each of these categories. 

As recently as 1955, conventional weapons 
such as artillery, tanks, and ships were the 
predominant category, with aircraft a 
strong second. By 1957, missile R & D had 
overtaken the aircraft category and since 
1958 has been the dominant segment of 
military R & D. See Figure 1. 

Only since 1958 have significant amounts 
been devoted to astronautics. In 1960, over 
$300 million was devoted to R & D for 
military astronautics.* 


LONG-TERM TRENDS 


Over the past decade, military R & D 
programs have been expanded at a more 
rapid rate than the military establishment 
as a whole. From 3% of the military 
budget, R & D rose to 5% in 1958. Recent 
forecasts of the military budget show R & 
D reaching 7% in the early 1960s and 8% 
in the late 1960s.* 

This increased emphasis on R & D is 
bolstered by the fact that the military- 
expenditure total has been rising since 
the end of the Korean War; and this basic 
trend is expected to continue. Budget- 
economy drives and defense cut-backs over 
the past decade generally have been concen- 
trated on the non-R & D portions of the 
military budget. 

Some of the research requirements for 
future development are the following: 

1. An aircraft that has the vertical take- 
off and landing characteristics of the 
helicopter, coupled with the character- 
istics of a fixed wing aircraft in for- 
ward flight. 


3 U.S. President, Budget of the United States 
Government for Fiscal Year Ending June 30, 
1960, (Washington D. C., Government Print- 
ing Office, 1959), p. 991. 


2. Real off-road capabilities for land ve- 
hicles, so that they could cover the 
varied terrains of many parts of the 
earth. 

8. An efficient flameless heating element 
to warm food in forward combat 
areas. 

4. A supersonic aircraft which would 
combine fighter, bomber, transport, 
and reconnaissance capabilities. 

5. Lightweight, small, and silent power 
sources for radios and telephones. 

6. Materials with low vapor pressures for 
use in the permanent external struc- 
ture of space vehicles. 

7. Paints, plastics, covers, and paint 
binders not sensitive to strong ultra- 
violet radiation over long periods of 
time. 

The multiplying effect that military R & 
D can have upon the nation’s technology 
and economy has been demonstrated on in- 
numerable occasions. Progress in developing 
fire-direction systems for air and naval sys- 
tems during World War II later led to the 
electronic computer and to factory automa- 
tion and control equipment—major indus- 
tries today. Improvements in military air- 
craft and their power-plants led to such 
innovations in the air transportation indus- 
try as jet airliners, with their tremendous 
ability to bring the regions and nations 
of the world in closer communication with 
each other. 

On the basis of past experience, current 
military R & D on missiles and space ve- 
hicles will, in time, result in significant ad- 
vances in industrial technology and con- 
sumer products. Communication satellites 
and space post offices have received much 
attention as possible peace-time applica- 
tions of these military projects. Less spec- 
tacular civilian by-products—such as ex- 
treme miniaturization of component parts, 
improved packaging techniques, advanced 
handling equipment, and environment con- 
trol apparatus—may have a more signifi- 
cant long-range impact. 


“Murray L. Weidenbaum, “Analysis of Mili- 
tary Markets with Special Reference to Air 
Weapons,” Proceedings of the 42nd National 
Conference of the American Marketing Asso- 
ciation, Chicago, 1960. 
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Progress in Deriving 
**Marketing Laws” 


B. F. BUTLER 


sciences. 


factors. 


HE MAIN emphasis in present market- 
ing-research work is in collecting what 
might be called “open-and-shut” data: such 
facts as volume of goods sold, share of mar- 
ket attained by various brands, characteris- 
tics of consumers, and opinions and atti- 
tudes which seem to govern their purchas- 
ing behavior. This is worth-while work, of 
course. It fills important gaps in the under- 
standing needed by companies seeking to 
improve their positions in the market place. 
However, marketing research has rarely 
addressed itself to more penetrating and 
important basic research. There has been 
little tendency, for example, to determine 
coefficients and exponents that can be used 
to generalize the consequences of marketing 
actions over a wide range of possibilities. 
No bases have been constructed by which 
the marketing researcher can explore areas 
that are difficult to penetrate empirically. 
No basis is available for predicting the 
likely outcome of actions that have never 
been taken before. 


* ABOUT THE AUTHOR. B. F. Butler is Executive 
Vice President of Market Research Corporation of 
America. His business career includes chemical engi- 
neering work for duPont and ten years with the 


Hanford Atomic Energy project. He was a manage- . 


ment consultant for General Electric Company before 
joining MRCA. 

The business theorems described in this article were 
developed by one of MRCA's divisions, Mathematica, 
under Mr. Butler's active encouragement. 
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to problems of business 
“business theorems," deriv 


A start is being made in applying principles of advanced mathematics 
(pre The author describes what he calls 


in the same manner as the laws governing 


e believes that theorems will help management to go more directly 
to the heart of the problem . . . by indicating the feasibil 
and by isolating the really important considerations from irrelevant 


ty of objectives 


To illustrate, consider a comparison with 
the field of engineering. An engineer faced 
with a heat-flow problem does not have to 
conduct experiments to determine the flow 
of heat-through a wall. He can calculate 
what the heat flow should be from various 
engineering coefficients without construct- 
ing a wall and testing to see whether or not: 
he has the solution to his problem. This 
point has not been reached in marketing, 
although there is a clear need for such tools. 

We need to know, for example, the coeffi- 
cients of advertising effectiveness. However, 
before such coefficients can be determined 
and before they can be used intelligently, 
we must establish the generalized basic 
mathematical model in which they are em- 
bedded. In other words, there must be cer- 
tain basic, scientifically-established formu- 
las similar to those used by the engineer 
in solving a heat-flow problem. 

There is a belief on the part of many 
marketing people, however, that the mar- 
keting area, unlike engineering, does not 
lend itself to the use of coefficients and ex- 
ponents. They point to differences between 
the social and the physical sciences and say 
that marketing research, as a social science, 
can never assume the rigidity and precision 
of engineering. This is not so, and real 
progress has been made in laying a founda- 
tion which will enable us to do in marketing 
what has long been done in the physical 
sciences. 
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PROGRESS IN DERIVING “MARKETING LAWS” 


LANCHESTER’S LAW 


Here is an example of how certain coeffi- 
cients and exponents were determined in 
military science. It concerns the develop- 
ment, in 1916, of what is now known as 
Lanchester’s Law. 

Frederick William Lanchester was an 
Englishman who built his country’s first 
automotive engine in 1895. Later he built 
England’s first automobile, and the Lan- 
chester became a popular vehicle in those 
early days of automotive history. At the 
time of World War I, Lanchester was in- 
terested in airplanes. It was while thinking 
about how they might best be employed 
in military combat that he developed Lan- 
chester’s Law, which has wide application 
not only in air combat but in all types of 
military endeavor. 

Lanchester’s Law says that the effective- 
ness of a combat unit is equal to the fire 
power of the weapons times the number of 
weapons squared. This law is similar to 
many other laws in the physical sciences 
such as the law of gravitation, Boyle’s Law, 
the law of pendulums. 

How did Lanchester develop his law? 
Did he go out and observe aircraft in com- 
bat? Did he statistically determine what 
happened with varying firepower and num- 
ber of combat units? He did not! Instead he 
started by making some simple assumptions 
that were reasonable and generally accepted. 
From these assumptions, he set up some 
simple mathematical equations. To these 
equations, he then applied some elementary 
calculus—much in the manner of an engi- 
neer in determining many of his engineer- 
ing formulas. 

Lanchester’s Law was subsequently tested 
and found to hold. It forms the basis for 
many military strategies. In expanded form 
it still stands today as one of the important 
tenets in military science. 

The story of Lanchester’s Law illustrates 
that such laws can be derived outside the 
area of the physical sciences. More to the 
point, they can be derived in the area of 
marketing. 


DEVELOPING BUSINESS THEOREMS 


About two years ago the Market Research 
Corporation of America embarked upon a 
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program to determine what marketing laws 
could be developed in the same manner that 
Lanchester’s Law was developed. To date, 
approximately twenty such laws have been 
created. They are believed to form the basis 
for improved comprehension of price and 
promotional competition. 

The springboard for developing these 
laws was the concept of competitive equili- 
brium. This term deserves a word of expla- 
nation. 

The operating experience of a business 
is affected not only by its own strategy, but 
by the strategies employed by competitors. 
Thus, we can visualize a set of competing 
businesses, each being affected by the in- 
dividual strategies of all the businesses. A 
change in the strategy of one affects the 
fortunes of all. 

In considering competitive strategies, 
think in terms of interactions. It is not 
sufficient to take into consideration the 
strategies of one company alone. The several 
competing strategies must be considered 
simultaneously, in terms of the effects they 
have, singly and collectively, on each firm 
and on the market. 

One approach is to consider what strategy 
to use, assuming that your competitors use 
optimal strategies in competing with you. 
This represents the most difficult competi- 
tive conditions you are likely to face. De- 
termining your strategy under these condi- 
tions depicts the most conservative course 
you can choose, since you are prepared to 
compete to the best of your ability and 
resources against the best your competitor 
has to offer. 

We can envisage a set of several compet- 
ing firms, each using optimal strategies and 
gradually approaching a state where they 
come to equilibrium with each other and 
with the market. Imagine that this has 
happened to you and your competitors. 

Let us assume that your business and 
that of your several competitors have 
reached a state where, if any of you change 
your strategy, that business will make less 
profit. Putting it another way, assume that 
you and your competitors have reached a 
competitive position where, if any of you 
deviate from it, it will be to the disadvan- 
tage of the one who makes the move. Let us 
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call such a state Competitive Equilibrium. 
A state of competitive equilibrium exists 
when a set of competing business firms have 
adjusted their operations in relation to each 
other and to the total market, so that the 
departure of any firm from its position will 
reduce its profits. 

Why are we interested in competitive 
equilibrium? For the same reason that the 
chemist is interested in chemical equilib- 
rium, that is, because (1) it determines 
to what extent it is possible to carry a 
chemical reaction under any given set of 
conditions; (2) given a set of conditions, 
it will determine in what direction the re- 
action will go; (3) if the chemist wishes 
to drive the chemical reaction to one direc- 
tion or another, he knows what is needed 
to do so; and, (4) at equilibrium conditions 
he can learn much about the characteristics 
of the chemicals involved. 

So it is with competitive equilibrium. B - 
studying equilibrium conditions we ca: 
learn a great deal about business competi 
tion. In doing so, however, it is doubtf: 
that you and your competitors will eve: 
attain a state of competitive equilibrium. 
As a hard-hitting competitor, you probably 
would not strive to obtain equilibrium, but 
rather would attempt to keep your competi- 
tion off balance. 


Numerous important conclusions have 
been derived from these studies. Because of 
their similarity to laws derived in the phys- 
ical sciences, these conclusions have been 
called business theorems. 


Theorem on Profits 


The business theorems are usually simple 
statements. For example: 

Profits of competitors, at competitive 
equilibrium, are proportional to the 
cube of their manufacturing margins, 
that is, the margin between manufac- 
turing costs and price. 

This theorem has interesting implica- 
tions. It implies that an operating advan- 
tage—such as a lower production cost—can 
be transformed, through proper strategy, 
into a much larger competitive edge. 

To illustrate, assume that your company 
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obtains an operating advantage over your 
competition, such as a lower production 
cost. Your company could do either of two 
things with this cost advantage. It could 
“stand pat,” that is, merely pocket the 
money as additional profit; or it could “com- 
pete,” that is, transform this cost advantage 
through marketing strategy into a much 
larger competitive edge. The business theo- 
rem implies that your operating-cost ad- 
vantage can be “cubed” if the optimal 
strategies are used by your company, even 
though your competitors use optimal strat- 
egies in defense against your cost ad- 
vantage. 

In the “stand-pat” case, where you merely 
pocket the money as additional profit, your 
competitor remains unaffected. In the “‘com- 
pete” case, where you transform this cost 
advantage to a larger competitive edge, two 
things happen at the new competitive equilib- 
rium. Your profits go up, and your com- 
petitor’s go down. Your own profits might 


_ not be very much higher than in the “stand- 


pat” case, but your competitor’s profits will 
be lower. . 

Because your volume of business will go 
up, and your competitor’s will go down, you 
are now in a position to have another cost 
advantage. Again you could “stand-pat” or 
“compete.” If you choose to compete with 
each cost advantage—which in turn leads 
to further volume and cost advantage—you 
can place your competitor in a downward 
spiral. Conversely, if he has cost advantages 
that he uses competitively, he can place your 
company in a spiral. 


Derivation of Simple Assumptions 


How are business theorems derived? 
They are not determined through statistics 
or by observation. Rather, like Lanchester’s 
Law, they are derived mathematically from 
simple definitions and assumptions. 

The cube law above is derived from the 
following: (1) profits are defined as sales 
minus costs; (2) costs are split between 
strategic costs and logistic costs; (3) it is 
assumed that competitors are equally profi- 
cient in strategic matters. This latter as- 
sumption need not be made. If we know the 
ratio of the strategic proficiency, we can 
“factor” this in. For example, if your com- 
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pany were twice as efficient strategically as 
your competitor, your cost advantage would 
be raised to the fifth power instead of only 
being cubed. 

Here is a theorem that deals with pro- 
motional activities. It states: 

The profits of competitors at competi- 
tive equilibrium are proportional to the 
square of their promotional effective- 
ness. 

Another theorem is this: 

At competitive equilibrium, the promo- 
tional outlay of competitors is propor- 
tional to the manufacturing margins, 
proportional to industrial volume, and 
inversely proportional to the number of 
competitors. 

It is easy to see the far-reaching implica- 
tions of this theorem. The matter of budget- 
ing promotional expenditures is tradition- 
ally one of the most difficult managerial 
problems. 

Another business theorem states: 

In making a quotation for maximum 
profit, the price should be set so that 
the probability of the quotation being 
accepted should be equal to the margin 
of the quotation times the rate at which 
the acceptance probability is changing. 

As a final example, a theorem has been 
developed which shows the point at which 
a company can no longer operate profitably 
at competitive equilibrium. The determina- 
tion is made on the basis of the number 
of competitors and their manufacturing 
margins. 


TWO FUNCTIONS OF BUSINESS THEOREMS 


The business theorems accomplish two 
things. First, they indicate what competi- 
tive objectives are feasible. Once we know 
something is feasible, we then know what 
results to expect from further research. 
For example, after World War II, the fact 
that the Russians knew that it was possible 
to make and explode an atom bomb was ex- 
tremely important. Since they did not have 
to prove whether or not it could be done, 
they could devote their entire effort to 
building a bomb. One of the functions of 
business theorems is to establish what is 
feasible. 

The second important function of busi- 


ness theorems is that they determine what 
the important factors are. For example, 
in projecting a cannon ball, if we know the 
muzzle velocity and the angle of the barrel, 
we can calculate the path of flight of the 
cannon ball. But we do not need to know 
the weight of the cannon ball. Yet, without 
knowledge of the science of ballistics, we 
might think the weight of the cannon ball 
was important in calculating its flight. So 
it is with business theorems. For example, 
to determine the amount of promotional 
outlay that will maximize the profits of your 
company, you only need to know your own 
manufacturing margin and your competi- 
tors’ promotional outlay. But you do not 
need to know the sales volume of the com- 
petitors. Like the weight of the cannon 
ball, it is not relevant to the problem. Yet, 
without the business theorem, one might well 
think that sales volume was important in 
determining optimal sales-promotion ex- 
penditures. 

The business theorems discussed are sig- 
nificant in themselves. Even more impor- 
tant, business theorems can be derived, 
just as the laws of gravity and ballistics 
were derived. In other words, basic re- 
search in business theorems can be to busi- 
ness what the laws of ballistics and atomic 
theory, for example, have been to engineer- 
ing. Herein lies a new basis for making 
business management scientific. 

From nuclear theory it was possible to 
design an atom bomb, even though one had 
never been built before. To be sure, there 
was reasonable doubt about the bomb, even 
in the minds of the physicists themselves, 
but there was a good likelihood that it would 
work. After the bomb was designed, it took 
considerable additional research to prove 
that it could be built and that it would work. 
The additional research, however, had a 
definite goal in mind. The outcome of the 
research was anticipated. The power of the 
bomb had been predicted beforehand. 

So it is with business theorems. They in- 
dicate what is likely to be feasible for 
managers to accomplish in business opera- 
tions. But this must be followed by addi- 
tional research. We would expect, then, that 
business theorems would indicate to busi- 
nessmen the tools they could build for 
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themselves, as well as anticipating the 
power of the tools in operating more 
competitively. 


How can we make the most use of busi- 
ness theorems? Each company has its own 
individual set of values, and, even with the 
same facts and alternatives before them, 
two competing management teams may take 
different roads. Thus, business theorems 
are not proposed as a prescriptive tool, but 
rather as a tool of general inference, sug- 
gesting fruitful target areas for the solu- 
tion of concrete managerial problems. 

By way of comparison, missile technolo- 
gy, to be successful, must take into consid- 
eration the laws of ballistics. But the Air 
Force, the Army, and the Navy, with the 
same sets of physical laws, facts, and pos- 
sibilities at their disposal, have designed 
different missiles. In an analogous manner, 
we might expect that different companies 
would use the same business theorems for 
different purposes. 


Sequence of Research Steps 


Although there will be differences in how 
business theorems are used by different 
management teams, a particular sequence 
ean be visualized in the actual research. 
First, there is a problem that management 
is interested in solving. For example, how 
shall a company allocate promotional outlay 
among its various products? In order to 
lay a foundation for solving this problem, 
a business theorem was derived that en- 
gulfed that particular problem. The theorem 
indicated what was feasible, and what fac- 
tors were pertinent to the problem. From 
this it was possible to outline a research 
program to attack the problem in depth. 

Thus, the research steps would be: (1) 
statement of the problem; (2) derivation 
of a business theorem in which the problem 
is embedded; (3) determination from the 
theorem of what is feasible and pertinent 
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to t),e solution of the problem; (4) design 
of further research to solve the problem. 

Business theorems afford a new way 
to approach research into business opera- 
tions, not only in business strategy, but in 
business logistics as well. Business theorems 
can form the core of models meant to simu- 
late business operations, particularly where 
it is desired to incorporate the operating 
criteria in the model. 

Finally, business theorems can be used 
in the design of competitive gaming. We 
have designed a small analog computer 
which is based upon the cube law described 
earlier. The first model of this game is now 
being constructed. This game will terminate 
when the several players reach competitive 
equilibrium, or when all but one player has 
been eliminated from the game through 
downward spiraling of strategies, or when 
some combination of elimination and com- 
petitive equilibrium takes place. 


Only four hundred years ago there was 
no such thing as a thermometer. Tempera- 
ture was described as cold, cool, warm, or 
hot. Today we not only have thermometers 
to tell us the exact temperature, but engi- 
neers know that radiation is proportional to 
the fourth power of temperature. 

The point is that measuring devices, as 
such, are useful—but they become truly 
valuable when the resulting measurements 
form the basis for subsequent extensions 
of knowledge. Thus, the thermometer was 
useful as a means of defining temperature 
more closely—but the real value came from 
the engineering applications of the informa- 
tion. 

In marketing research during recent 
years, “thermometers” have also been bulit. 
There are surveys, audits, consumer panels, 
and similar devices. From these funda- 
mental measurements are obtained. Now, 
with the development of business theorems, 
these measurements can be used for more 
profound purposes. 
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nonselling situations. 


OES THE study of salesmanship really 

contribute to the professional develop- 
ment of business students, or is it a simple 
skills-type course that can better be taught 
in trade schools or on company training 
programs? 

According to an opinion survey conducted 
in the St. Louis business community, ap- 
proximately 90 per cent of the city’s mar- 
keting practitioners felt that the teaching 
of salesmanship should definitely be con- 
tinued by colleges of business, on the 
ground that most positions in the business 
world require at least some understanding 
of selling principles.! 

Additional community surveys of non- 
marketing as well as marketing business- 
men are needed to clear up the speculation 
on the part of many college teachers as to 
how the majority of the nation’s business 
people really feel on the salesmanship issue. 
Some of the country’s top executives have 
been down-grading salesmanship at national 
conventions attended by large numbers of 
academic people. 


1Charles L. Lapp, “Survey on Opinion of 
Salesmanship as a College Course,” Collegiate 
News and Views, Vol. 12, (May, 1959), pp. 
13-18, at p. 15. 


* ABOUT THE AUTHOR. Steven J. Shaw is Associate 
Professor of Marketing at The University of South 
Carolina. He received his Ph.D. in Marketing and 
Economics from New York University in 1955, and 
has been on the faculties of The University of Florida, 
Tulane University, and the University of Miami. 

Professor Shaw is co-editor with Dr. Joseph Thomp- 
son of "Salesmanship: Modern Viewpoints on Personal 
Communication" (Henry Holt and Co., Inc., 1960). 
He has authored numerous articles on marketing in 
professional journals. 


Behavioral Principles in 
Salesmanship Courses 


© STEVEN J. SHAW 


The author believes that greater emphasis of psychological and socio- 
logical principles could transform salesmanship from a narrow vocational 
course to a broader communications subject. The revised course would 
stress principles of business persuasion common to both selling and 


For instance, David L. Harrington, Presi- 
dent of the Reuben H. Donnelley Corpora- 
tion, speaking before the 1958 gathering 
of business deans, labeled salesmanship as 
a skills course which can be better learned 
in a given business.2 Another prominent 
executive, addressing a national conference 
on distribution, prophesied that advertising 
would soon be displacing personal selling as 
the dominant marketing force.* 


SALESMANSHIP AND ADVERTISING 
DISTINGUISHED 

Under our private-enterprise system, 
marketing relies heavily on two forces of 
voluntary persuasion—personal selling and 
advertising. A comparison of these two 
forces reveals some interesting contrasts in 
nature and areas of effectiveness. Sales- 
manship involves personal, face-to-face con- 
tacts with customers, while advertising is 
nonpersonal, mass communication. 

In the industrial market, personal selling 
is an indispensable tool, since customer 
needs are complex and individual and buy- 
ing decisions can be reached only through 
extensive negotiations between buyer and 
seller on a personal basis. Advertising, on 
the other hand, plays a relatively minor role 
in this market, owing to its impersonal 
nature. 


2 David L. Harrington, “Education for Per- 
formance,” an address before the 1958 conven- 
tion of the American Association of Collegiate 
Schools of Business, Gatlinburg, Tennessee. 


3 Robert E. Kenyon, “Advertising and the 
Marketing Concept,” Proceedings of the Bos- 
ton Conference on Distribution, 1956, pp. 
37-40. 
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In the retailing of consumer goods, per- 
sonal selling functions largely in an order- 
taking, service-giving capacity, while adver- 
tising is at its strongest, an effective 
stimulator of sales. Back of the retail level 
of distribution the two forces play comple- 
mentary roles. While personal selling actu- 
ally affects the transactions which move 
the producer’s goods through the channels 
of distribution, national advertising helps 
to overcome distributor and dealer resis- 
tance to these goods by stimulating con- 
sumer acceptance. 

It is estimated that in 1961 approximately 
$28 billion will be spent on personal selling 
and $10.5 billion on advertising. Both totals 
include retail expenditures. According to 
estimates of the Advertising Federation of 
America, there are only 100,000 people en- 
gaged in advertising, whereas more than 
5 million persons are employed in selling.‘ 


TWO-WAY COMMUNICATION IN SALESMANSHIP 

Personal selling is a unique, hard-to- 
replace force in marketing because it makes 
possible two-way communication of ideas 
between a seller and buyer. To borrow a 
term from cybernetics, a salesman gets 
feedback from the prospect in response to 
what he says and does. Reaction from a 
buyer is something that merchandising, ad- 
vertising, and point-of-sale promotion can- 
not get and use, since communication in 
these forms of promotion is entirely one- 
way—from the seller to the buyer.® 

Because personal selling is the only form 
of sales promotion that can encourage and 
make immediate, on-the-spot use of respon- 
ses from buyers, the salesman will always 
play an indispensable, if not dominant, role 
in marketing. 


BEHAVIORAL PRINCIPLES IN SALESMANSHIP 
Since students of business administration 
are training for positions which demand a 


4Harry H. Tosdal, Selling in Qur Economy 
(Homewood, Illinois: Richard D. Irwin, Inc., 
1957), pp. 30-31. 


5L. Mercer Francisco, “Sees Personal Sel- 
ling Reshaped by Social Sciences as Advertis- 
ing Has Been,” Advertising Age, Vol. 30 (Jan- 
uary 19, 1959), p. 86. Also, Charles A. Kirk- 
patrick, Salesmanship Helping Prospects to 
Buy (Cincinnati, Ohio: South-Western Pub- 
lishing Company, 1956), p. 380. 
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high degree of both leadership and follower- 
ship abilities, it is important for them to 
gain a thorough understanding of the psy- 
chological and sociological principles upon 
which effective human relations rest. The 
need for an emphasis of behavioral princi- 
ples underlying business practice is brought 
out convincingly by W. Allen Wallis, Dean 
of the University of Chicago’s Graduate 
School of Business, and by other writers.® 

It is in the area of the psychology of hu- 
man relations that salesmanship can make 
a substantial contribution to the profes- 
sional development of business administra- 
tion students. The selling course is made 
to order for a greater emphasis of 
behavioral principles. 

As a matter of fact, the pool of informa- 
tion already organized under the selling 
course can equip the student with knowl- 
edge pertinent to all areas of management, 
from personal relations to marketing policy. 
The universal applicability of the salesman- 
ship course stems from its interdisciplinary 
nature. Educational psychology, social psy- 
chology, sociology, and cultural anthropol-- 
ogy all contribute to its subject matter.” 

If this is true, then why is the selling 
course under fire from certain business 
leaders and college administrators? The 
criticism stems from the belief held by 
many that salesmanship is a narrow skills- 
type course useful only for training stu- 
dents toward a career in selling. And it is 
true that over the years the basic principles 
of salesmanship have been neglected in fa- 
vor of techniques and procedures practiced 


6 W. Allen Wallis, “The Business of Schools 
of Business,” Busiaess Horizons, Vol, 2 (Jan- 
uary, 1959), pp. 9%-103, at p. 101. See also the 
frequent mention ‘of the importance of the 
study of human rejations, psychology, and so- 
ciology in the folowing: Frank C. Pierson and 
others, The Education of American Business- 
men (New York: McGraw-Hill Book Company, 
Inc., 1959); Rober, Aaron Gordon and James 
Edwin Howell, Higher Education for Business 
(New York: Columbia University Press, 
1959). 


iJoseph W. Thompson, “The Case Against 
Classroom Demonstrations in Salesmanship,” 
Advancing Marketing Efficiency, Proceedings 
of the 41st Nationa! Conference of the Ameri- 
can Marketing Association, Chicago, Decem- 
ber 28-30, 1958. 
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in selling, and the course has evolved or 
degenerated into an extremely vocational 
subject. 

Under the pressure of short training 
periods, sales training directors in industry 
have tended to skip principles in favor of 
techniques. Even college instructors, while 
working in a more leisurely classroom at- 
mosphere, have had to conform to the voca- 
tional trend and emphasize techniques at 
the expense of underlying principles. More- 
over, teachers of salesmanship and other 
business subjects have always been under 
the pressure of inquisitive students who in- 
variably want to know how—and not why— 
this and that is done in business. 

Then, too, text writers, aiming at mass 
adoption, have tended to emphasize current 
sales techniques and practices without ade- 
quate identification of the psychological 
concepts from which many of these practi- 
cal techniques have evolved. Typically stu- 
dents study and practice these selling 
techniques without understanding why they 
work. 

If the salesmanship course is to contrib- 
ute fully to the professional development 
of business administration students, then 
the behavioral principles underlying sales 
techniques and practices must be carefully 
spelled out. Study of these underlying prin- 
ciples would give the student greater in- 
sights into the selling process and more 
self-confidence in using his knowledge, 
whether he later became a salesman of mer- 
chandise or of ideas to businessmen. 

For instance, an understanding of the 
psychological concepts of projection and 
identification can help the student of sales- 
manship to handle objections and use testi- 
monials more effectively. How these con- 
cepts might be applied to specific selling 
situations is illustrated in the following 
two examples. 


1. Projection 

Underlying certain types of buyer objec- 
tions is the psychological mechanism of pro- 
jection. Here the prospect blames someone 
else for his disinterest in buying.® 


8 John McCarthy, Psychological Aspects of 


Selling (New York: The General Electric 
Company, 1958), Vol. 2, pp. 104-107. 
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For instance, a distributor might not like 
a product feature in a new line and he 
might say, “My dealers won’t go for that,” 
or, “The kind of people in this area won't 
like that feature.” In this way, he can state 
an opinion without leaving himself open to 
attack. 

Again, a purchasing agent may look at a 
product and say, “Our engineers won’t like 
that. They won’t be interested.” The sales- 
man might ordinarily react to this with 
annoyance and with a suspicion of the 
motives of the purchasing agent. He might 
consider this simply an attempt on the part 
of the purchasing agent to block his path 
to the engineering department. 

But the salesman familiar with the de- 
fensive mechanism of projection would rec- 
ognize the decoy, and his strategy might be 
to question the prospect further to deter- 
mine why he himself is not interested. 


2. identification 

The effectiveness of testimonials in sell- 
ing depends upon the psychological mecha- 
nism of identification. People like to identify 
thernselves with a respected image. A pros- 
pect gains confidence in a product when it 
can be identified with a person or company 
about whom he has a favorable image. 

But testimonials are frequently misused. 
For one thing the salesman must be careful 
not to assume that the customer will view 
the person offered as a testimonial in the 
same light as he does. For instance, if the 
salesman is trying to sell Mr. A and intends 
to influence him by pointing out that Mr. 
B has already bought the product, he had 
better find out first how A feels about B. 
He must be sure that his customers will 
also be impressed with this same individual.® 

Thus, it can be seen how an understand- 
ing of the concept of identification can help 
in the effective use of testimonials. In the 
same manner it can be shown why a study 
of such psychological concepts as rationali- 
zation, compensation, aggression, submis- 
sion, and other similar ideas would give 
the student greater insights into the selling 
process. 


® Same reference as footnote 8, p. 112. 
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A behavior-oriented course in salesman- 
ship not only should incorporate some of 
the older psychological concepts underlying 
selling techniques, but should also add 
newly developed ideas. For instance, sev- 
eral leading companies are now teaching 
their sales trainees to use planned sales 
questions in place of the traditional “can- 
ned” sales talk. Psychologists have demon- 
strated that telling does not always result 
in communication.’ 

On the other hand, drawing-out tech- 
niques—asking questions that require an 
explanatory answer, asking the other person 
to explain further, repeating the last few 
words, and remaining silent—tend to over- 
come the prospect’s resistance. The prospect 
sells himself while talking about his needs."! 


In developing the new behavior-oriented 
salesmanship course, the content can be 
enriched further by adding pertinent con- 
cepts from sociology and cultural anthropol- 
ogy. A number of major contributions to 
knowledge of group behavior have come 
from these two disciplines. For instance, 
Lloyd Warner’s Social Class in America is 
a most important step forward in the social 
sciences.!2 

Since the Warner studies of social-class 
behavior were made in smaller communities, 
critics have been arguing that his class 
approach would not apply to our large urban 
centers, where the greatest percentages of 
population are concentrated. However, Mar- 
tineau’s recent studies of the Chicago mar- 
ket and those of Hollingshead in the New 
Haven area seem to confirm the Warner 
thesis. 


10 G. A. Florez. “Increasing Sales and Q-and- 
A Way,” The American Salesman, Vol. 3 (Au- 
gust, 1958), pp. 35-37, at p. 35. 


11 Jesse S. Nirenberg, “How to Reach Minds 
—and Hearts—When You Talk to People,” 
Sales Management, Vol. 81 (December 19, 
1958), pp. 33-39, at p. 34. 


12,W. Lloyd Warner, Marchia Meeker, and 
Kenneth Eells, Social Class in America (Chi- 
cago: Science Research Associates, 1949). 
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The work of Hollingshead is especially 
significant. In one of the most exhaustive 
studies ever made in the area of social 
stratification, he confirmed and expanded 
the presence of five clear-cut social groups. 
A thorough analysis of the differences in 
attitudes, beliefs, tastes, habits, customs, 
and buying behavior of each of these classes 
can be found in Chapter 4 of his book, 
Social Class and Mental Illness." 


APPLICATION OF SOCIAL-CLASS 
THEORY TO SALESMANSHIP 

In the past it was usual to think of social 
class and income groups as practically 
synonymous. It was taken for granted that 
“a rich man is simply a poor man with more 
money and that, given the same income, 
the poor man would behave exactly like the 
rich man.”!* However, from the studies of 
Warner and other sociologists and cultural 
anthropologists has come the realization 
that a person’s social-class setting—his at- 
titudes, beliefs, customs, and tastes—has a 
greater influence on his spending habits 
than does his income. 

The following three examples illustrate 
phases of selling where knowledge of social- 
class theory can be helpful to the salesman. 


1. Qualification of Prospects 

Familiarity with the particular attitudes, 
beliefs, customs, and tastes of each of the 
classes can help the salesman to select the 
group and subgroups with which he can 
best establish rapport. In general, an indi- 
vidual will be a better prospect if his per- 
sonal characteristics and background are 
similar to those of the salesman. 


2. Perceptivity to Class Needs 


Aside from basic physical and economic 
needs, a prospect has requirements which 
spring from his social-class background. 
The desire to live up to the cultural patterns 


13 August B. Hollingshead and Fredrick C. 
Redlick, Social Class and Mental Illness: A 
Community Study (New York: John Wiley & 
Sons, Inc., 1958), pp. 66-135. 


14 Pierre Martineau, “Social Classes and 
Spending Behavior,” JOURNAL OF MAR- 
KETING, Vol. 23 (October, 1958), pp. 121-130, 
at p. 122. 
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of one’s social-class position appears to be 
a compelling reality to most customers. 
People have a deeply felt urge to show 
themselves in the proper light by wearing 
the “right” clothing, driving the “right” 
car, etc. They are apprehensive lest they 
buy below their status or above it. Obvi- 
ously perceptivity to the social as well as 
the physical and economic requirements of 
prospects should help the salesman to de- 
velop into a more empathic merchandiser. 


3. Use of Centers of Influence 


Upper-class members exercise great in- 
fluence and power, as C. Wright Mills has 
pointed out in his book, The Power Elite.'* 
He cites, an example of how a member of 
the upper class pushed through the idea 
that his city should be the national head- 
quarters for an International Trade Council. 
Once the financing and other important 
questions had been settled, within hours, 
it was decided to bring in others by declar- 
ing the project a community affair! 

Likewise, an idea can be “killed” just 
as quickly by the power elite. For instance, in 
Columbia, South Carolina, two aggressive, 
newly established mexchants had worked 
diligently for over a year to enlist the sup- 
port of downtown merchants in the develop- 
ment of a pedestrian mall in the central 
shopping district, only to see their efforts 
“torpedoed” by an old established merchant 
who had been purposely bypassed by the 
planners. This powerful merchant used his 
personal influence among the downtown 
merchants to get a majority of them to 
sign a petition against the mall. Many of 
those who signed had previously committed 
themselves to back the mall project.7 

The salesman who cultivates the friend- 
ship of upper-class members in his commu- 
nity probably can increase his sales pro- 
ductivity. Upper-class endorsement of the 
salesman and his products can mean an 
endless chain of sales through the opera- 


15 Ernest Dichter, “When Your Prospect Is 
Confused,” The American Salesman, Vol. 4 
(October, 1958), pp. 2-8, at p. 5. 


16C, Wright Mills, The Power Eite (New 
York: Oxford University Press, 1956), pp. 
37-39, 
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tion of the sociological processes of emula- 
tion and conformity. 


Finally, the new salesmanship course 
could also adapt some of the behavioral 
concepts developed by motivation research- 
ers. Working together under the heading of 
motivation research, psychologists and soci- 
ologists have contributed new ways of 
thinking about the behavior of man as a 
consumer. Of significance to salesmanship 
theory are such concepts as self-image and 
product symbols. 

Of particular importance to salesmanship 
is the idea that an individual’s behavior, 
while it may appear irrational to others, 
is purposeful and in harmony with his 
image of himself. This self-image is re- 
flected in everything he does, including his 
choice of merchandise and services.'* 

Closely related to the self-image concept 
is the idea that a product may have a 
variety of different meanings, depending 
upon what it communicates to different 
people when they look at it or use it. For 
instance, a simple staple like coffee can 
symbolize warmth, pleasure, leisure, relaxa- 
tion, and a host of other values.’® Of course, 
selling tactics and strategy must be kept 
in tune with the prospect’s image of himself 
and the product. 

These are but a few examples of the 
psychological and sociological concepts that 
can be integrated into the salesmanship 
course. Placement of more emphasis on 
these behavioral principles can transform 
salesmanship from a narrow vocational 
course to a broader communications subject 
that would stress principles of business per- 
suasion common to both selling and 
nonselling situations. 


17“Organized Opposition Mauls Preposed 
Mall,” The State, Columbia, South Carolina, 
January 8, 1959, p. 1-B. 


18 Joseph W. Newman, Motivation Research 
and Marketing Management (Boston: Har- 
vard University Graduate School of Business 
Administration, Division of Research, 1957), 
pp. 52-53. 


19 Same reference as footnote 18, pp.179-180 
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The Most Profitable Market 
Share Objectives 


margin. 


ANY MARKETING organizations are 

faced with a choice between two alter- 
natives: (1) to seek a large sales volume 
at a relatively low profit margin in an 
attempt to obtain a strong, long-term share 
of the market, or (2) to sacrifice the long- 
term share for a higher, short-term profit. 
This problem is especially acute in grocery 
retailing by vertically integrated food or- 
ganizations, and in petroleum marketing 
by integrated oil companies. Petroleum 
and retail grocery marketing are unusual 
in that: 

1. Changes in total demand in metropol- 
itan areas depend upon changes in popula- 
tion; therefore, demand can be forecast 
rather accurately for periods of two to five 
years. 

2. Total demand seems relatively inde- 
pendent of the number of retail outlets. 

3. In most metropolitan markets, statis- 
tics on the number, size, and cost of con- 
struction of old and new supermarkets and 
retail gasoline stations are generally 
available. 


*ABOUT THE AUTHOR. Dr. Charles C. Slater is « 
consulting economist on the staff of Arthur D. Little, 
Inc. He serves as head of the firm's consumer market- 
ing consulting services. His work involves the direc- 
tion of a variety of market planning studies. 

Dr. Slater was formerly Vice President of Super- 
market Foods, a subsidiary of Omar, Inc., and Director 
of Marketing Research of Omar. Dr. Slater is author 
of BAKING IN AMERICA, a major study of the econ- 
omics of that industry. 
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Both the petroleum industry and food chains face the recurring 
problem of choosing between a large sales volume at relatively low 
profit margins, and a lower sales volume at a current higher profit 


In this article, the author discusses selected marketing studies in which 
it was possible to estimate the "optimum" market share under various 
competitive conditions. The underlying principles may have wide appli- 
cation for marketing planners. 


4. Available information often makes it 
possible to estimate each firm’s sales volume 
and, hence, the market share of each of the 
major sellers in many metropolitan markets. 
Advertising media often provide fairly ac- 
curate market information by combining 
government area definitions and their own 
survey results. The Chicago Tribune Family. 
Service Bureau Continuing Panel of Chi- 
cago Households exemplifies such a source 
of information. 

5. The principle means of increasing mar- 
ket share in the recent past has been 
limited primarily to construction of new 
and larger retail outlets; this has required 
heavy current investment, with gains in 
market share and volume the rewards for 
the leading investors. 


METHOD OF EVALUATING 
VARIOUS STRATEGIES 


These similarities have raised the ques- 
tion of whether the same analytical pro- 
cedures might fit both marketing situations. 
The choice of a course of action that will 
provide the greatest long-term profit de- 
pends on whether investments to gain mar- 
ket outlets are profitable. Thus, in the 
planging of market strategy, the relation- 
ships between increased volume or market 
share and investment in or promotion of 
retail outlets become crucial. 

The following method has been found 
to be practical for determining the optimum 


> 

iis a 

4 
be 

Be 

Je 

' 

: 

q 

at 
¢ 

52 

| 

| 


THE MOST PROFITABLE MARKET SHARE OBJECTIVES 53 


TABLE 1 
RATE OF DOLLAR EXPENDITURES ON RETAIL OUTLETS AND THE ASSOCIATED 
MARKET SHARE CHANGES OF COMPETING FIRMS 


Year 1 Year 2 Year 3 
Expenditures Year 2 Expenditures Year 3 E. itures Year 4 
on retail Market on retail Market on retail Market 
outlet per x share outlet per « re outlet per x share 
Firm dollar sales change dollar sales change dollar sales 
A $ .20 1% $ .20 —1% $ .60 1% 
B 14 0 30 0 -50 0.5 
ig Cc 10 —1 25 —1 0 
D .09 —2 25 1 40 —0.5 
Fit E 25 2 40 1.5 40 
ch course of action for a vertically integrated share of the market held. That is, the 
i firm. It involves two steps. First, measure larger the market share, the greater the 
the relationship between sales volume( ex- expenditure needed to realize a given per- 
pressed in terrns of market share) individu- centage increase in share. 
ally supplying more than 3 per cent of the At least two factors are involved in the 
market. Second, determine the profitability weighting procedure. First, the large firm 
it of various levels of sales, after taking into with high store loyalty would find new out- 
ne account the expenditures historically asso- lets drawing trade from loyal customers 
he ciated with increases (or decreases) in mar- that had formerly traded at a more distant 
ts. ket share to obtain these levels of volume. store. Second, the remaining market avail- 
Ac Studies conducted by the author suggest able to a firm holding a smaller market 
ng that this mthod might be used to evaluate share is greater. Some consumers in this 
wn strategies in certain markets where demand remaining market may have high store loy- 
ily. does not depend primarily on the number  alties; others may have tried and rejected 
hi- of retail outlets. Here is the procedure the large seller’s service. Both factors seem 
rce used. to make large operators less efficient than 
their smaller competitors. Moreover, it 
aY- Market-Share Response to Development was experimentally determined that there 
en Expenditures was a lag between sales-development ex- 
ew The first and perhaps the most interest- penditures and their effect on sales and 
red ing step of the research process was to market share. It was found that market 
in measure the expenditures on retail facilities share changes “lagged” capital expendi- 
for and promotion that were historically asso- tures for new retail outlets by approxi- 
ciated with changes in market share. In- mately one year—the length of time re- 
formation available to the author made it quired for retail outlets to obtain a mature 
easier to treat the problem in terms of a_ level of sales. 
ratio between market share response and Table 1 provides hypothetical data that 
expenditure. There would be no important reveal the nature of the relationships, in 
1es- difference in method if one used sales vol- the market situations studied. Because of 
ro- ume instead of market share information. the confidential nature of some of the data, 
ms. in an attempt to establish this relationship, the precise market expenditure rates asso- 
will it was necessary to take into account how ciated with actual market share chifts can- 
de- the effectiveness of dollars spent by large not be revealed, but the character oi the 
\ar- firms differed from that of holding smaller relationship is shown. Note that firm A 
the shares of the market. Thus, it was appro- experienced a loss in share in year 3 and 
ion- priate to weight the sales-development ex- promptly responded by tripling expendi- 
‘ket penditures on capital investment in retail tures during that same fiscal period. This 
. of sites and on promotional budgets by the policy appeared to have reduced the share 
sales volume of the particular seller. increase of all other sellers in year 4. 
und It was found that the efficiency of the Plotting the promotional and retail site 
1um 
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market changes of the ensuing year pro- 
duced curves of the shape shown in Figure 
1. The vertical axis measures the positive 
or negative change in-market share for all 
competitors studied. The horizontal axis 
measures the investment per unit of present 
sales volume for the individual firm. 

By definition, the curve for each year in- 
tercepts the horizontal axis (zero market 
share change level) at the average rate of 
expenditure per unit of sale for the entire 
industry within that market. Seven years 
of expenditures and market share results 
were available for study. Three character- 
istic curves illustrate the form of the func- 
tion. Although the fit was not perfect for 
each year for all market share changes, it 
was nontheless a useful indication for the 
capital and promotional expenditures re- 
quired to change the market share, given 
the total amount spent and that likely to 
be spent by all sellers whose records are 
studied in a particular market. 

Another significant fact was that certain 
firms seemed to be consistently better or 
worse than the average of all firms. This 
indicated that the marginal efficiency of 
capital may be greater for one firm than 
for another. While not pursued in these 
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studies, the finding is. an interesting point 
of departure for stujies of consumer or 
distributor awarenes¢ of the firm. No 
doubt differences in c\asumer attitude rat- 
ings regarding compeging firms are a pos- 
sible source of explanation of these appar- 
ent variations in the efficiency of capital. 
Another fruitful direct{on for inquiry would 
be to employ these me:sures as a basis for 
assessing the effectiveness of management. 

Two key conclusions regarding these 
relationships are: (1) the curves are for- 
ward-falling, indicating that the marginal 
efficiency of expenditures declined as ex- 
penditures rose; and (2) the curve is more 
nearly vertical below than it is above the 
zero market share change level. This in- 
dicates in general that the penalities in 
market share losses associated with less 
than each year’s industry average develop- 
ment expenditures were greater than the 
gains associated with an equal dollar ex- 
penditure above the particular year’s 
average. 


Profitability of Various Market-Share Objectives 

The information developed permits us to 
state in specific cases how many dollars it 
would most likely cost to achieve a given 
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Figure 1. Market share changes associated with various rates of investment. 
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TABLE 2 
PROFIT EXPECTATIONS FROM RETAILING AS OPPOSED TO WAREHOUSING AND 
MANUFACTURING UNDER Four DIFFERENT MARKET SHARE OBJECTIVES 


> 

g 

A —1.0 950 190.00 95.00 58.00 37 30 $67 
B — 6 975 195.00 97.50 63.00 35 37 $72 
Cc 0 1,000 200.00 100.00 70.00 30 44 $74 
D +1.0 1,050 205.00 105.00 95.00 10 51 $61 


market share gain in a particular time 
period, assuming specific values for com- 
petitive activity. The cost of operations 
associated with each level of sales can be 
calculated, and to that can be added pro- 
motional expenses and depreciation charges 
(or investment cost) associated with the 
capital expenditure required to achieve that 
particular volume. It should be pointed out 
that this kind of relationship between sales 
expenditures and market share changes ap- 
plies to mature industries where demand is 
relatively stable and to a great degree in- 
dependent of the number of outlets in the 
market. Both food retailing and gasoline 
retailing meet these criteria. 

Table 2 reveals the essential, but greatly 
simplified, steps necessary to compute the 
profitability of four market share objectives. 
If the firm holds 20 per cent of the market 
and acts on a program to lose 1 per cent 
of its market a year, it is likely to make a 
good profit on the retailing end of the busi- 
ness. In contrast, an aggressive campaign 
to gain at the rate of 1 per cent a year 
would sharply reduce retailing profits. On 
the other hand, profits from the manu- 
facturing and warehousing activities are 
illustrated as having risen in this latter 
case. Table 2 shows that a stable market 
share sales rate is the most profitable rate 
of effort; that is, market share objective C. 

Each of these possibilities implies a sta- 
ble total rate of market development ex- 
penditure for all competitors in the market; 
and the conclusions regarding share change 
are subject to change if the total expen- 
diture level of all sellers is altered signifi- 
cantly. This does not vitiate the need for 


estimating the likely results of changed 
market development efforts by competitors. 
These facts can then be translated into a 
profit-and-loss statement for each of the 
most likely alternate strategies or market 
share objectives. In this way profits were 
determined for each market or sales volume 
objective studies. Results are shown in 
Figure 2. 

The contribution to overhead and profits 
from marketing is shown on the vertical 
axis; the contribution to overhead and pro- 
fits of manufacturing and other vertically 
integrated supply activities is indicated on 
the horizontal axis. The most appropriate 
course of action depends, of course, on the 
profits accruing from both the manufac- 
turing and retailing activities. The opti- 
mum course would be the market share 
objective that would yield the greatest sum 
of profit from both sources. The optimum 
strategy in the cases studied turned out 
to be less than the maximum market share 
objective. 

Figure 2 shows that the greatest sum of 
retailing and manufacturing profits would 
be strategy No. 2. That which yields the 
greatest market share gain—strategy No. 
4—also yields the greatest volume and, 
hence, the greatest profit contribution to 
wholesaling and manufacturing. This lat- 
ter course of action incurred such heavy 
expenditures for retailing that the retail- 
ing profit was drastically reduced. Thus, 
the maximum growth of market share was 
not the most profitable course of action 
under present conditions of supply and de- 
mand. Indeed, to press for market share 
gains at a high rate appeared to be an 
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unprofitable strategy. It was equally evi- 
dent that it was unprofitable to invest too 
little in retail facilities and supporting pro- 
motion, because the loss in volume and, 
hence, manufacturing profits off-sets the 
higher per unit profits of the smaller vol- 
ume, as shown in strategy No. 1. 


Capital investment and promotional re- 
quirements to sustain a particular market 
share objective hinge on the actions of com- 
petitors, as well as on a firm’s own behavior. 
With this method developed to apply to a 
particular marketing operation, it is pos- 
sible systematically to employ knowledge 
of competitive activities that is often avail- 
able but rarely considered explicitly in plan- 
ning. 

Employment of this method of analysis, 
while imperfect, can help to minimize the 
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risks resulting from overbuilding of retail 
distribution facilities. Overbuilding of re- 
tail petroleum and food facilities is appar- 
ent in many markets. The growth of super- 
markets; as chronicled by Progressive 
Grocer, reveals that the number of house- 
holds per supermarket has fallen to a point 
where the addition of more outlets in many 
cities may well require that others either 
close their doors or accept continued re- 
ductions in earnings. From an individual 
competitor’s viewpoint, building additional 
modern outlets will generate profits. New 
outlets, however, take volume away from 
older outlets; thus, the older outlets de- 
preciate more rapidly. Overbuilding de- 
creases the efficiency of capital for all sellers 
in the metropolitan market, but the impact 
is greatest on the sellers with the largest 
volume in the older, marginal outlets. Care- 
ful analysis of these factors can be positive 
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Figure 2. The profit contributions of alternate market strategies from marketing 
activities and from supply activities. 
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guides to marketing strategy in individual 
markets, depending on the condition of the 
firm’s outlets relative to the outlets of its 
competition. 

This point of view may have a broad 
value to marketing planners, particularly 
in helping to explain variations in marginal 
efficiency of capital among competitors. A 
comparative study of the expenditures by 
all competitors in a particular metropolitan 
market for either new retail outlets or ad- 
vertising, when compared with the resulting 
market share changes of ensuing time peri- 
ods, becomes a gross comparative measure 
of the marginal efficiency of capital among 
competitors. 


Calling All Socialists! 


THE MOST PROFITABLE MARKET SHARE OBJECTIVES 


MARKETING MEMO 
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The curve best fitting the functional re- 
lationship between sales development expen- 
ditures and market-share changes describes 
the average effectiveness of marketing ex- 
penditures. Variations from that average 
above or below indicate a variation in the . 
effectiveness or efficiency of capital. More- 
over, the procedure outlined here permits 
marketing strategists to compare any par- 
ticular multimarket firm’s relative efficiency 
of capital in several local markets. By this 
method it is possible not only to choose the 
optimum rate of expenditure in a given 
market, but also to adjust development ex- 
penditures to the more profitable markets 
for exploitation. 


The truth about capitalism will slowly emerge, but it will be 
manifest in the end. Then it will be seen that capitalism does not 
put its emphasis upon the making of money, but that, above all 
and informing all, it is characterized by the making of money. It 
is the creative touch which transforms all. 

Capitalism is mankind’s most creative invention; it creates 
goods, in surplus; it creates and distributes purchasing power to 
absorb the goods so plentifully produced; it creates an atmosphere 
in which men can enjoy not only their products but, most of all, 
can enjoy their betters, without disdaining their inferiors. Capi- 


talism is the creative way of life. 


—T. V. Smith, Live Without Fear (The 
New American Library of World Lit- 
erature, Inc., Signet Key Books, 1956), 
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Structured or 


ROBERT FERBER, Editor 
University of Illinois 


Unstructured Techniques? 


© J. HART WALTERS, JR. 


Do structured interviews give different answers from unshischured 
methods of obtaining “motivational” data from consumers? Thijs study 
provides some intriguing answers. 


ESPITE THE undoubted value of pro- 

jective and other nondirective methods 
of interviewing consumers, many problems 
are posed, such as: (1) providing appropri- 
ate interview stimuli for respondents; (2) 
finding especially skilled (and costly) in- 
terviewers; (3) the time-consuming and 
difficult job of interpreting highly diverse 
interview returns; (4) making statistically 
significant generalizations from small sam- 
ples; and (5) relatively high cost for con- 
troversial and often confusing results. 

A possible resolution to the practical 
problem of obtaining “motivational” ma- 
terials has been suggested by Westfall, 
Boyd, and Campbell, who maintained that 
structured interviewing techniques could be 


* ABOUT THE AUTHOR. J. Hart Walters, Jr. is 
Assistant Professor of Marketing at the Graduate 
School of Business & Public Administration of Cornell 
University. Previously he taught at the Wharton School 
of the University of Pennsylvania, and at the Univer- 
sity of Illinois. 

Dr. Walters obtained his Ph.D. in 1958 from the 
University of Pennsylvania, and his Master's degree 
from the University of California at Berkeley. The 
present article summarizes research that was con- 
ducted under a grant from the S. C. Johnson & Son 
Co. Foundation of Racine, Wisconsin. 


used under some circumstances.* Using 


structured methods in an_ instant-coffee 
study, the three authors obtained: results 
that approximated those of Mason. Haire’s 
well-known instant-coffee study, which em- 
ployed projective techniques.” 

Differences between the two studies in 
time, place, and sampling techniques make 
comparisons difficult. In order to determine 
whether structured and unstructured tech- 
niques produce similar or different results, 
the two methods can be tested simultane- 
ously with samples drawn from the same 
population. 


SAMPLING TECHNIQUES AND QUESTIONNAIRES 


Probability sampling methods were used 
to select 304 households in Ithaca, New 
York, during July, 1959. Half of the sample 
received structured interviews, and the re- 
mainder unstructured interviews. In all, 259 


1 Ralph L. Westfall, Harper W. Boyd, Jr., 
and Donald T. Campbell, “The Use of Struc- 
tured Techniques in Motivation Research,” 
JOURNAL OF MARKETING, Vol. 22 (Octo- 
ber, 1957), pp. 184-139. 


2Mason Haire, “Projective Techniques in 
Marketing Research,” JOURNAL OF MAR- 
KETING, Vol. 14 (April, 1950), pp. 649-656. 
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completed questionnaires were obtained, of 
which 134 were unstructured and 125 
structured. 

The structured questionnaire was mod- 
eled closely after that administered by 
Westfall, Boyd, and Campbell. A number of 
background questions was followed by the 
reading, one by one, of a list of different 
“personality stereotypes.” Then the re- 
spondent was asked to state if he or she 
thought that each such “person” drank 
either regular or instant coffee. 

The unstructured questionnaires closely 
duplicated those used by Haire, with suit- 
able modifications for local conditions. Half 
the respondents to the unstructured ques- 
tionnaires were given a short 9-item shop- 
ping list that contained, among other 
things, “Nescafé brand instant coffee, 1 
jar.” The other half of respondents to un- 
structured questionnaires received identical 
shopping lists, but with “Maxwell House 
coffee, drip grind, 1 lb.” substituted for 
the Nescafé. The respondents were asked 
to read the shopping list, put themselves 
in the place of a person making out and 
using such a list, and then to write down 
their impressions of the personality of such 
an “individual.” 


Table 1 compares the associations of 
instant-coffee drinking with the listed ster- 
eotypes between respondents to structured 
questionnaires and the unstructured ques- 
tionnaires containing Nescafé. Each column 
shows the percentage of total recipients of 
each kind of interview who made the given 
association. Table 2 makes the same kind of 
comparison for associations of stereotypes 
with the drinking of regular coffee. 

In table 1, significant differences at the 
5 per cent level between the associations 
made in each type of interview are shown 
only with those stereotypes that might rea- 
sonably be thought of as “negative” or 
“neutral” in connotation. In all these cases, 
a significantly smaller proportion of re- 
spondents to the unstructured interviews 
made the negative or neutral association 
with instant coffee than was the case with 
respondents to the structured interviews. 
A somewhat different pattern is shown, 


in table 1, for the “positive” stereotypes. 
No significant differences in response be- 
tween structured and unstructured inter- 
views were found for the following associa- 
tions with instant-coffee drinking: (1) 
really good cook; (2) thrifty housewife; 
(3) old-fashioned housewife; (4) house- 
wife who plans carefully; and (5) house- 
wife who likes to cook. However, significant 
differences in response between structured 
and unstructured interviews did occur with: 
(1) modern housewife; (2) housewife with 
lots of children; (3) housewife who is in- 
terested in her family; and (4) housewife 
preparing to give dinner party. In these 
instances the higher proportions of stereo- 
type-instant coffee drinking association oc- 
cured among respondents to the structured 
interviews. 

A different pattern is evidenced with re- 
spect to the associations of stereotypes with 
regular-coffee drinking (Table 2). In this 
case, the proportion of respondents making 
given associations with the drinking of reg- 
ular coffee differed significantly between the 
two types of interview for the “positive” 
stereotypes. Except for the association of 
“extravagant housewife” with the drinking 
of regular coffee, the differences in the 
proportions of respondents to each inter- 
view type making “negative” associations 
were not significant. 

A finding of perhaps more general inter- 
est was that, in every case in which a 
statistically significant difference in re- 
sponse between the two types of interview 
was found, the smaller proportion of re- 
sponse was always to the unstructured in- 
terview. This phenomenon is most likely 
inherent in unstructured interviews, in 
which the probability of any single respond- 
ent discussing all the possible “answers” is 
exceedingly small. 

Nevertheless, the findings present a 
rather paradoxical picture. A significantly 
smaller percentage of respondents to un- 
structured interviews made negative asso- 
ciations with the drinking of instant coffee 
than is the case with structured inter- 
viewees; but a significantly smaller propor- 
tion of positive associations with regular 
coffee drinking occurred in the unstructured 
interviews. 
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TABLE 1 
ASSOCIATIONS OF STEREOTYPES WITH USE oF 
INSTANT COFFEE, BY INTERVIEW TYPE 
% of respondents 
to Difference 
Structured Unstructured significant 
Stereotype (N = 125) (N = 70) at .05 level 
No usable stereotype oe 11.4 
Positive stereotypes 
Really good cook 4.0 1.4 No 
Thrifty housewife 34.4 37.1 No 
Modern housewife 57.6 1.4 Yes 
Old-fashioned housewife 3.2 4.3 No 
Energetic housewife 22.4 0 —. 
Housewife who plans things carefully 16.8 15.7 No 
Housewife who likes to cook 6.4 8.6 No 
Housewife with lots of children 36.8 11.4 Yes 
Housewife who is interested in 
her family 14.4 4.3 Yes 
Housewife preparing to give dinner 
pa 14.5 1.4 Yes 
Housewife preparing to have neighbor 
women in for coffee 34.7 0 — 
Negative stereotypes 
Poor cook 73.6 0 — 
Extravagant housewife 30.4 7.1 Yes 
Lazy housewife 92.0 7.1 Yes 
Housewife who doesn’t plan things . 
carefully 75.2 22.9 Yes 
Housewife who doesn’t enjoy cooking 92.8 14.3 Yes 
Housewife who likes to sleep late 75.8 1.4 Yes 
Neutral Stereotypes 
Fair cook 44.0 1.4 Yes 
Housewife with no children 36.8 18.6 Yes 
Elderly single woman 14.4 1.4 Yes 
Widow on smal] pension 64.0 1.4 Yes 
Housewife greatly influenced by 
advertising 63.2 12.9 Yes 
Society matron 29.0 0 nian 
Wife of business executive 25.8 0 — 
Wife of college professor 25.0 0 faites 
Wife of laboring man 12.1 1.4 Yes 
Married woman with job outside 
the home 73.4 14.3 Yes 


VALIDITY 

When no significant differences are found 
with respect to sample statistics or propor- 
tions achieved by different interview tech- 
niques, the data obtained from each type 
can, other things being equal, be considered 
of equal validity. But when the two tech- 
niques produce significantly different sets 
of results, a real problem is presented. 

In most types of unstructured interview, 
it is frequently a long and difficult process 
to get the respondent to project a great 
deal of meaningful material, negative or 
positive, in relation to a stimulus that does 
not represent to him a situation of great 
importance. Marketing research must, of 


necessity, orient itself rather narrowly to 
a product, brand, or specific type of mar- 
keting situation. Hence, the projective stim- 
ulus that is provided must be reasonably 
relevant to the objectives of the investiga- 
tion. The housewife who is presented, say, 
a shopping list or a picture of someone in 
a marketing situation is not necessarily 
going to become deeply involved emotion- 
ally in something that, to her, is quite pro- 
saic. Unless the interviewer is instructed to 
ask “probing” questions in “depth,” the 
total amount of information volunteered by 
a single respondent can be quite scanty. 

In this scantiness of information lies 
perhaps the greatest weakness of the un- 
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TABLE 2 
ASSOCIATIONS OF STEREOTYPES WITH USE OF 
REGULAR COFFEE, BY INTERVIEW TYPE 


% of ts 
Structured Unstructured significant 
Stereotype (N = 125) (N = 64) at .05 level 
No usable stereotype — 10.9 —— 
Positive stereotypes 
‘Really good cook 88.8 1.6 Yes 
Thrifty housewife 51.2 37.5 No 
Modern housewife 25.6 0 —_— 
Old-fashioned housewife 93.6 12.5 Yes 
Energetic housewife 56.8 0 — 
Housewife who plans things carefully 61.6 15.6 Yes 
Housewife who likes to cook 83.2 6.3 Yes 
Housewife with lots of children 47.2 15.6 Yes 
Housewife who is interested in her 
family 56.0 78 Yes 
Housewife preparing to give dinner 
party 83.2 0 — 
Housewife preparing to have neighbor 
women in for coffee 55.2 0 — 
Negative stereotypes 
Poor cook 13.6 0 —_— 
Extravagant housewife 46.4 3.1 Yes 
Lazy housewife 2.4 1.6 No 
Housewife who doesn’t plan things 
carefully 10.4 14.1 No 
Housewife who doesn’t enjoy cooking 48 18 No 
Housewife who likes to sleep late 18.4 0 —_— 


Neutral stereotypes 

Fair cook 28.8 1.6 Yes 
Housewife with no children 39.2 12.5 Yes 
Elderly single woman 19.2 0 — 
Widow on small pension 28.8 0 —_—- 
Housewife greatly influenced by 

advertising 13.6 9.4 No 
Society matron 60.8 0 — 
Wife of business executive 54.4 0 —_— 
Wife of college professor 53.6 0 —_— 
Wife of laboring man 74.4 0 — 
Married woman with job outside 

the home 19.2 3.1 Yes 


structured interview in comparison with 
structured techniques. In the former meth- 
od, the proportion of respondents making 
any given statement is generally small, and 
by the same token few respondents volun- 
teer more than a small number of ideas on 
each interview. By way of contrast, the 
structured interview in a sense “forces” 
the respondent to give one of a few alterna- 
tive answers. This “forcing” of answers 
usually results in reasonably high propor- 
tions of responses to any single question, 
as well as each respondent answering the 
great majority of questions. Thus, the 
generally lower proportion of associations 
made by respondents to unstructured inter- 


views is, to a considerable extent, a func- 
tion of the relative answer-producing 
strengths of each type of interview rather 
than a reflection of any substantive differ- 
ences in findings. 

In comparing the two techniques, it would 
usually be found that structured interviews 
will give a higher proportion of responses 
relevant to a given subject area than will 
unstructured questionnaires, primarily be- 
cause the former force an answer and the 
latter do not. Moreover, there is no guaran- 
tee that, if the respondent is left more or 
less to his own devices (as he is in an un- 
structured interview) he will necessarily 
give the same “answers” as will the re- 
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spondent to a structured interview. Not 
only might he not give the same “answers,” 
but he might give “answers” relating to 
totally different ideas, or perhaps no “an- 
swers” at all. 

This difference was illustrated in the 
present study in which: (1) respondents 
to unstructured interviews gave a somewhat 
different “profile” of coffee drinking than 
did respondents to structured interviews; 
and (2) respondents to unstructured inter- 
views gave as their most frequent, unso- 
licited association the idea that the shop- 
ping lists were used by an “average house- 
wife,” a term that was not comparable with 
any of the stereotypes advanced on the 
structured interviews. 


Neither unstructured nor structured in- 
terviews produced “better” results in this 
experiment, but they did give different re- 
sults. The results of the two types of inter- 
view differed primarily in terms of the 
“profiles” of coffee-drinking developed 
among the two sets of respondents. 
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In comparing the two types of interview 
as research instruments, the stereotype- 
advancing structured interview used here, 
and by Westfall, Boyd, and Campbell, in- 
volves’ a more conscious choice of alterna- 
tives ‘on the part of the respondent than 
is the case with the unstructured interview. 
The extent to which preconceived stereo- 
types and the forcing of conscious (and 
therefore possibly more “rational’’) choices 
can evoke important and “deep” associa- 
tional patterns is questionable. 

Likewise, the open-ended nature of the 
unstructured interview does not, in and of 
itself, insure a better representation of the 
“real feelings” of the population. The re- 
sponse to an unstructured interview is to 
a considerable extent a function of the 
stimulus itself and the social context to 
which it is relevant. It is quite possible 
that the relatively low “score” of negative 
associations with instant-coffee drinking 
that were found on the unstructured inter- 
views simply represents a wider degree of 
social acceptability for the product than 
was the case in 1949 and 1955. 


Frame of Reference of 
Image Responses 


ALLAN GREENBERG 


The study described 


here presents clear-cut evidence that frames 


of reference used in anzwering image questions may vary according 
to recency of experience. There are some interesting implications. 


HE CORPORATE or company image 
is affected by experience with the com- 
pany or its products. Not as frequently re- 


searched as the “image” per se, however, . 


*ABOUT THE AUTHOR. Allan Greenberg is Direc. . 


tor of Research of Doyle Dane Bernbach, Inc., New 
York. Previously he was associated with a manufac- 
turer, other advertising agencies, and various research , 
companies. Mr. Greenberg has written extensively for 
the “Public Opinion Quarterly," “Advertising Agency,” 
and the JOURNAL OF MARKETING. 


‘is whether the frame of reference is a 


, generalized or a particularized one, the 


: effect of the recency of experience. 


THE STUDY 


Some work carried out for Thom McAn, 
a national chain of stores selling shoes for 
both men and women, provided some evid- 
ence on this subject. The study consisted 
of approximately 2,000 personal interviews 
with a probability sample of a segment of 
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the total United States, which represents 
Thom McAn’s prime market. 

Respondents were classified into six ex- 
perience groups, ranging from those who 
had had recent experience with Thom McAn 
to those who had never had any experience: 


Group 1 Last shoe purchase at Thom 


McAn 

Group 2 Own McAn, but last pair 
other brand 

Group 3 Don’t own McAn, but regular 
shopper at Thom McAn in 
past 

Group 4 Don’t own McAn, but shopped 


there once or twice 


Group 5 Never owned or shopped 
there, but have some knowl- 
edge about McAn 

Group 6 No experience with McAn 


During the course of the interview re- 
spondents were asked to choose words from 
a prepared list which best described Thom 
McAn shoppers. As expected, there was 
a wide divergence in the descriptive words 
chosen by respondents at one end of the 
scale from those at the other end. This 
was also true for other image questions 
used: sentence completion, direct questions 
about sales personnel, quality of shoes, etc. 

A few of the results from the word- 
choice question illustrate the range of var- 
iation between the people at the ends of 
the scale. See Table 1. The percentages 
indicate the differing “image” relationship 
to experience. Note that there was less 
variation between the extremes on purely 


TABLE 1 
IMAGE OF MCAN SHOPPERS BY EXPERIENCE WITH THOM MCAN 


descriptive words, and more variation on 
words carrying evaluative connotations. 

In practically all questions asked there 
was a definite progression of percentages 
from Group 1 to Group 6, the upward or 
downward direction of the progression de- 
pending on the question. 


To obtain information on the specific 
frame of reference used, each respondent 
was asked, after a long series of questions 
designed to probe the image and concep- 
tions about Thom McAn, whether in an- 
swering the questions he or she was think- 
ing of a particular Thom McAn store or of 
Thom McAn stores in general. If a parti- 
cular store was mentioned the address of 
the store was obtained and checked. 

The results are given in Table 2. It is 
quite clear that the more recent the experi- 
ence with Thom McAn, the greater is the 
likelihood that the frame of reference was 
a specific store. Among those thinking of 
a specific store, there were similar varia- 
tions from experience group to experience 
group, according to whether they were 
thinking of a store selling shoes for men 
only or selling shoes for the entire family. 


If the frame of reference varies with 
recency of experience, a question about the 
stability of an image can be raised. It 
might be concluded that the more recent 
the experience, the less stable would be the 
image since the quality of the particular 
experience could well be a major determi- 


MEN 


WomMeEN 


%o %o 
never never 
% shopped, % shopped, 

Last but some % own but some % 

% choosing purchase, knowledge no McAn knowledge no 
descriptive McAn of McAn experience (Groups1 of McAn yoy 3 
word (Group 1) (Group 5) (Group 6) &2)a/ (Group 5) (Group 6) 

Office worker 46 28 28 50 46 36 

Modern 45 20 19 58 51 38 

Middle class 71 61 43 64 58 55 

Good taste 43 16 15 53 33 22 

Good education 26 14 8 21 16 15 


a/ N for the two groups combined was 65, too small to break. 
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TABLE 2 
FRAME OF REFERENCE BY EXPERIENCE WITH THOM MCAN 


Groupe 


MEN 


of speci 


thinking 


store in general 


Jo Jo 
thinkin, thinking 
of stores 
store ing 


1 Last purchase, Thom McAn 


2 Own McAn, last pair other brand 
3 Don’t own, reguiar shopper in past 
4 Don’t own, shopped once or twice 


a: Never shopped, but some knowledge of McAn 


No experience with McAn 


54 
75 
85 


*The two groups were combined into an “own-McAn” group. 


nant of responses to image questions. Con- 
versely, a particularized frame of refer- 
ence, especially in relation to frequently 
used non-changing products, may indicate 
a more stable image. 

It may be argued that an “image” is in 
a constant state of change and that the 
force of the stimulus for change is a func- 
tion of the recency of experience. Not 


enough research has been conducted in this 
area to give definitive answers. 

However, the results of this study do 
suggest that, since measurements of as- 
pects of an image can be affected by the 
frame of reference because of recency of 
experience, perhaps the frame of refer- 
ence itself should be used as a variable in 
analyzing the data. 


Further Pinpointing of Prospects 
For Industrial Sales 


RANCIS E. HUMMEL’S excellent arti- 
cle in the JOURNAL OF MARKETING, 
“Pinpointing Prospects for Industrial 


* ABOUT THE AUTHOR. Alfred Lieberman is a New 
York consultant on industrial marketing problems. 
Formerly he was an economic and special studies 
analyst for the Econometric Institute and Econometric 
Specialists; market research analyst and product 
planner for the General Electric Company; and 
manager of market research for an aluminum building 
products compeny. 

Mr. Lieberman is a graduate of the City College 
of New York and holds an M.A. degree in Economics 
from Indiana University. 


© ALFRED LIEBERMAN 


How may a company that markets industrial goods to diverse in- 
dustries underline marketing areas where the location of customer 

prospects may prove most fruitful? 

This article describes a means for improving on a any's limited 
knowledge and judgment of those markets not poeta open to it. 


Sales,” outlines a procedure for improving 
the base of objectivity for companies en- 
gaged in selecting areas for industrial sales 
concentration or extension.! 

The procedure begins with the classifica- 
tion of sales prospects in accordance with 
the Standard Industrial Classification Sys- 
tem. He indicates that the “industrial 
purchasers’ problems stem from the prod- 
uct manufactured or the operations per- 


1Francis E. Hummel, “Pinpointing Pros- 
pects for Industrial Sales,” JOURNAL OF 
MARKETING, Vol. 25 (July, 1960), pp. 26-31. 
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formed. The SIC System is based on these 
factors. Therefore, if you know the SIC 
number of a manufacturing plant, you have 
a good clue to the problems it faces.’’? 

For existing products, the procedure sug- 
gested is to examine the sales records of 
past transactions, assign 4-digit SIC num- 
bers to the plant of each customer, and 
presumably group customers by SIC num- 
ber. For markets that have not been open 
to the company, judgment and knowledge 
of industry requirements are used to in- 
dicate possible potential markets. 

On this basis, three factors are devel- 
oped: the industries having use for the 
product; the proportion of plants within 
each industry that have use for the prod- 
uct; and the relative value to the supplier 
of each SIC industry as a market. The 
article then discusses procedures for lo- 
cating sales prospects within those indus- 


tries most promising in terms of the three 
factors. 


MATERIALS-CONSUMPTION RATIO 

The three factors of Hummel’s article 
are a way of looking at input-output rela- 
tionships between material consumed and 
product shipped. This is an industry be- 
havior characteristic. In his procedure, 
judgment and knowledge of non-customers 
are required to generalize industry behav- 
ior from the supplier company’s experience. 

However, the company’s experience is 
necessarily limited. To extend objectivity in 
marketing by pinpointing desirable markets 
beyond the scope of the company’s neces- 
sarily limited experience, industry-wide 
behavior information is essential. 

The Census of Manufactures offers 
assistance in extending objectivity by pro- 
viding industry-wide data on materials con- 
sumed for a considerable range of indus- 
trial products. In addition, the use of 
industry-wide data establishes a criterion 
for measuring over-concentration or under- 
concentration of sales effort in existing 
markets by the company. 

For industrial products not covered by 
the materials-consumed data of the Census, 
problems of data gathering arise outside 
the scope of this article. However, if the 


2 Same reference as footnote 1, p. 27. 


data may be assembled, the techniques 
suggested are applicable. 

The ratio of value of materials consumed 
by the purchaser industry to the value of 
shipments by the purchaser industry will 
be referred to as the materials-consumption 
ratio. 


Conditions for Best Results 

To be of value in the planning function, 
the materials-consumption ratio must be 
stable. The stability requirement is satis- 
fied if, over a sufficient period of time, the 
materials-consumption ratio recurs in a 
cluster sufficiently close to satisfy the needs 
for market planning. 

A stable materials-consumption ratio 
seems implied in the assumed relative ho- 
mogeneity of purchasing need within a well 
defined 4-digit SIC Industry. More specifi- 
cally, a stable materials-consumption ratio 
may be expected as the result of 

-limited flexibility for customer indus- 

tries in selecting materials inputs, and 

-limited flexibility in selecting processes 

that lead to change in materials inputs. 

In addition, a stable materials-consump- 
tion ratio requires that a major change is 
not about to occur suddenly in the nature 
of the purchaser industry’s product that 
will affect the volume or the nature of the 
components that it requires. 


Census of Manufactures 

To relate customer industry materials 
inputs to outputs, the benchmark data of 
the 1954 Census of Manufactures may be 
used. The final Census reports contain se- 
lected lists of materials consumed by 4-digit 
SIC Industry. The materials-consumed data 
are for products that are generally of ma- 
jor use by the consuming industries. 

The list of products consumed varies 
among industries to accommodate industry 
interest. On the whole, there is some tend- 
ency to understate materials that are con- 
sumed in smaller quantities. Industries in 
which consumption of specific materials is 
relatively minor are not requested to pro- 
vide consumption information for those 
products; and companies using less than 
$5,000 of a product on the list during the 
year are excused from itemizing it on their 
Census returns. 
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When the availability of the 1958 Census 
data on material consumption are complete, 
the materials-consumption ratios estab- 
lished on the basis of 1954 data should be 
checked. Changes may result, attributable 
in part to reconcilable definitional changes 
occurring between 1954 and 1958, to differ- 
ences in interpretation of instructions or 
in treatment of materials inventory, and to 
some flexibility in the use of materials and 
processes. 

It is more likely that where substantial 
differences occur between 1954 and 1958 
ratios, they are attributable largely to 
changes in the technology of consuming 
industries. The total effect of such changes 
on the materials-consumption ratios is fre- 
quently felt gradually, since consuming in- 
dustries are rarely in a position to shift 
completely and immediately to the new and 
different with the advent of a technical 
breakthrough. 


Direct Application 

The materials-consumption ratios raay be 
used directly to compare with company 
sales concentration experience. Of ,ourse, 
to do so, company data comparable {0 that 
of the industry must be developed. 


PROJECTING CUSTOMER SALES © 

To complete the basis for pinyointing 
prospects for industrial sales, customer in- 
dustry sales performance and the treatment 
of product data to reflect 4-digit Industry 
sales volumes weight the materials-con- 
sumption ratios. 

Current purchaser industry sales volumes 
may alter thinking on desirable areas to 
concentrate sales efforts if based on ma- 
terials-consumption ratios alone, simply by 
being uncorrelated with the ratios. 

Anticipated sales volumes may alter 
thinking again. Purchaser industries are 
likely to present a divergent. pattern of 
sales development; some may grow faster 
than others, while some may grow not at 
all. In divergence, therefore, are supplier 
company sales opportunities. Hence, the 
materials-consumption ratios require 
weighting by current or anticipated cus- 
tomer industry sales volumes. 

Sales data needed to provide weighting 
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to the materials consumption ratios are 
usually expressei on a product basis, rather 
than on an industry basis. The materials- 
consumption ratios are developed on an in- 
dustry basis. So, it is necessary to trans- 
form product data to an industry basis. 

The assumption that industry purchasing 
homogeneity stems from product or process 
homogeneity permits transfer from product 
data to industry. The Census material 
provides the benchmark period ratio of SIC 
Industry to product shipments. This ratio 
may be applied to current or anticipated 
product shipments, which, in turn, weight 
the materials-consumption ratio. 


OBJECTIVITY IN SALES PLANNING 

The following desirable effects result: 
Purchaser industries may be ranked by 
their current or anticipated materials re- 
quirements, and attention directed to those 
industries offering the most favorable pros- 
pects resulting from concentration of sales 
efforts: 

¢ Industries constituting areas of oppor- 

tunity for expanding or reducing con- 
centration of sales effort are underlined. 

*A basis is created for comparison of 

current concentration between the com- 
pany’s sales performance and industry 
patterns. 

It is possible to proceed then to intensive 
efforts at locating sales prospects within 
the perspective of evaluated customer in- 
dustry prospects. 


Example 

To provide an example limited to ma- 
-terials-consumption ratios, suppose that at 
some time between the availability of the 
1954 Census of Manufactures data and that 
of 1958, an analysis was performed of the 
ball and roller bearing requirements of the 
Special-Industry Machinery industry, SIC 
355. 

This industry includes the 4-digit com- 
ponent industries Food-Products Machin- 
ery, SIC 3551; Textile-Industries Machin- 
ery, SIC 3552; Woodworking Machinery, 
SIC 3553; Paper-Industries Machinery, 
SIC 3554; as well as Printing Trades Ma- 
chinery, SIC 3555, and Special-Industry 
Machinery, Not Elsewhere Classified, SIC 
3559, both omitted from the example. 
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TABLE 1 
BALL AND ROLLER BEARINGS CONSUMED IN INDUSTRIES PRODUCING 
SPECIAL-INDUSTRY MACHINERY SIC 355¢, 1954 
($000) 
1 2 3 4 5 6 ion 
~ 
S33 pis. 33 ¢ 
3551 Food-Products 
Machinery $1,565 $371,408 $51,142 $61,284 $381,550 $4.10 
8552 Textile-Indus- 
tries Machinery 2,579 304,053 19,916 33,960 318,097 8.11 
3553 Woodworking 
Machinery 1,675 163,431 30,266 24,454 157,619 10.63 
3554 Paper-Indus- 
tries Machinery 2,594 176,172 24,500 26,463 178,135 14.56 
Selected Compo- 
nents SIC 355 8,513 1,015,064 125,824 146,161 1,035,401 8.22 


Total ball and 
roller bearing 


« Except Printing-Trades Machinery and Special-Industry 


Machinery, “'ot Elsewhere Classified. 


+’ Value of product shipments by all industries. 
¢ Ball and roller bearings consumed per $thousand indus- 


shipments $533,796 

Industry SIC 355— 

% of ball and 

roller bearing try shipments. 
consumption 1.6% 


Source: United States Census of Manufactures (1954), Vol. 2, Industry Group 35, Special- 
Industry Machinery, Tables 5A, 6A, and 7. 


Table 1 shows ball and roller bearings 
consumed in each of the selected Special- 
Industry Machinery industries, value of 
product shipments, value of product ship- 
ments made in other industries, and value 
of secondary products made by the indus- 
tries serving this example. Finally, a 
materials-consumption ratio is derived for 
each of the industries. All data are for 
1954. 

The Paper-Industries Machinery, SIC 
3554, indicates the largest relative require- 
ment among the selected industries of bear- 
ings to finished product shipments. The 
other industries, Woodworking, Textile, and 
Food Products, rank behind Paper-Indus- 
tries in descending order of magnitude of 
their materials-consumption ratios. They 
present a basis for comparison, by rank 
and by ratio, of the company’s sales con- 
centration in the Special-Industries Ma- 
chinery market. 


Test For Ratio Stability 
A small-scale test for stability of the 
ratios derived in Table 1 may be performed 


by developing comparable ratios from the 
data of the 1958 Census. At the time of 
publication of this article, material-con- 
sumption data for 1958 had been made 
available for Special-Industry Machinery 
and some others. The comparison of 1954 
and 1958 data appears in Table 2. 

For the example, Table 2 indicates that, 
a yearly digression of up to 4 per cent on 
a pro-rata basis would have occurred in the 
four years betwen 1954 and 1958 if plans 
had been drawn based on the 1954 mate- 
rials-consumption ratios. 

For many industrial market planning 
purposes, including pinpointing industrial 
sales prospects, digression of the materials- 
consumption ratio in the magnitude of 4 
per cent yearly would represent an accept- 
able level of stability, pending periodic up- 
dating by new Census data. 


Use of Data 

For forward projection, differences in 
benchmark year materials-consumption ra- 
tios may point to a trend representing a 
net effort effect of adjustment by the in- 
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TABLE 2 
COMPARISON OF MATERIALS-CONSUMPTION RATIWs 1954 AND 19584 


SIC Industry 


3551 Food-Products Machinery 
3552 Textile-Industries Machinery 
3553 Woodworking Machinery 
3554 Paper-Industries Machinery 


Selected Components SIC 355 


Ratio 
per cent 
increase (+) 
or decrease (—) 


1954 1958 1958 over 1954 
10 $4.75 +15.8% 
8.11 9.13 +12.6 
10.63 9.04 —14.9 
14.56 12.51 —14.1 
8.22 8.47 + 1.0 


@ See Table 1, note ¢ 


dustry to changing technology. If so, for- 
ward projection of the trend is justified. 

On the other hand, analysis of the cus- 
tomer industries might reveal that changes 
in the product-mix within 4-digit indus- 
tries, or error in reporting data, or some 
other factor, was predominately the cause 
of the digression. If so, extending the trend 
is not warranted. 

The basis of company comparison of ma- 
terials-consumption ratios has already been 
indicated. To make the comparisons, only 


corresponding company data are required. 

To complete the basis for evaluating mar- 
ket areas for concentrating or extending 
efforts to pinpoint sales prospects, the ma- 
terials-consumption ratios, or their ex- 
tended trends, may be weighted in turn by 
anticipated sales performance by the cus- 
tomer industries, and transformation 
weights for product-to-industry data. 

Then the way is clear for intensive 
efforts at locating customer prospects with- 
in the most promising industry areas. 


MARKETING MEMO 


Motivation Research—how goes it? 

Nearly everyone now agrees that consumer research is a power- 
ful management tool. Its liberating efficacy is widely proclaimed. 
It is said to help free the decision-maker from the terrible anxie- 
ties which beset earlier generations of executives who were forced 
to decide on the basis of hunches, a feel for the market, or some- 
thing just, as rawest kind of blind guessing. 

But, vogritical reliance on consumer and motivation research 
is becom} ng a threat to sales-building originality in advertising 
and prodiy: :t policy. And the source of the trouble is not so much 
the techivivi ians who produce the research as the executives who 
use it. 

What ae ‘ems to happen is that brand distinctiveness is sacrificed 
to corsuyner research findings produced under artificial, non- 
market ‘onditions. Management has translated these findings 
into product policies without proper regard for the competitive 
environment in which such policies have to operate. ° 

—Theodore Levitt, “M-R Snake Dance,” 
Harvard Business Review, Vol. 38 
(Nov.-Dec.), pp. 76-77. 


DO NOT BIND VOLUME 25 UNTIL YOU HAVE RECEIVED 
BOTH JULY, 1961, AND OCTOBER, 1961, ISSUES. VOLUME 
25 WILL HAVE SIX ISSUES (July, 1960, through October, 1961.) 
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Ralph Starr Butler 


HE FIRST marketing course in the 

United States was given by the man 
who also wrote the first, and for some years 
the only, textbook on marketing. He was, 
in fact, the first man to use the word “mar- 
keting” in connection with the distribution 
of manufactured products. This same man 
Look magazine de- 
scribed editorially in 
1948 as “one of the 
outstanding pioneers 
in modern advertis- 
ing.” Stuart Peabody 
of the Borden Com- 
pany called him “per- 
haps the first and 
certainly one of the 
greatest of modern 
advertising mana- 
gers.” 

Some men can 
teach. Some can do. 
A few can do both. 
Very few men both 
profess and practice 
so effectively that 
they leave an indeli- 
ble mark on their 
professions ... as 
did Ralph Starr 
Butler. 

In 1910 Ralph Starr Butler had already 


. studied at Colorado College; taken a year of 


law at the University of Michigan, where 
he graduated (A.B.) in 1904; taught in Ra- 
cine; managed the New York office of the 
Clark Teachers Agency; and spent three 
years as assistant to the Eastern Sales 
Manager of Procter and Gamble. In that 
year he became a 26-year-old Assistant Pro- 
fessor of Business Administration at the 
University of Wisconsin. In 1948 he re- 
tired as Vice President of the General Food 
Corporation. In 1961 he is still hard at 
work. 


RALPH STARR BUTLER 


By JAMES PLAYSTED WOOD 
The Curtis Publishing Company 


The first thing Ralph Starr Butler did 
when he went to Wisconsin to teach was go 
to the library. A few shelves held all the 
books on business. Most of them were about 
what he calls the two expressions of the 
selling idea, salesmanship and advertising. 
There was nothing on the entire back- 
ground area of dis- 
tribution. Out of his 
Procter & Gamble 
experience, Butler 
began to write a se- 
ries of pamphlets to 
service the Wiscon- 
sin business-exten- 
sion courses for 
which he was re- 
sponsible. Six of 
these appeared in 
1911 with the title 
Sales, Purchase, and 
Shipping Methods. 

In expanded form, 
these pamphlets be- 
came the 209-page 
central section, “‘Sell- 
ing and Buying,” of 
Advertising, Selling, 
and Credits, pub- 
lished in 1911 by the 
Alexander Hamilton 
Institute. Writing in the JOURNAL OF 
MARKETING in October, 1942, the late Pro- 
fessor H. H. Maynard of Ohio State Uni- 
versity said this material was “directly in 
line with the modern concept of the term 
Marketing and thus must be considered one 
of the most influential of the early contri- 
butions to this field.” 

Four of the original marketing pam- 
phlets formed the basis of an extension 
course in “Marketing Methods” which 
Butler began to teach in 1913. In 1914 he 
published Marketing Methods and Sales- 
manship. This is believed to be the first use 
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of the word “marketing” as a textbook title. 

When he went there to teach, the Univer- 
sity of Wisconsin was offering a course in 
Business Organization and Management. 
Butler broke the course into six courses, 
taught several of them simself. One he 
labeled “Marketing.” 

Ralph Starr Butler spent six happy and 
creative years at the University of Wiscon- 
sin. He was 33, an Associate Professor of 
Business Administration, and the author of 
two books—fcr his Commercial Correspond- 
ence had also appeared—when he resigned 
to re-enter business. 

One interim year, 1916-1917, he spent on 
the commerce" faculty of New York Univer- 
sity. He becanye Director of Commercial Re- 
search for the United States Rubber Com- 
pany in 1917, Advertising Manager of the 
company in 1920. After two interim jobs 
which did not provide the opportunities and 
satisfaction he sought, Ralph Starr Butler 
joined the Postum Company as Advertising 
Manager in 1926. At the time the products 
were Postum, the Post cereals, Jell-o, and 
Swansdown cake flour. In 1929 Butler was 
made Vice President in Charge of Adver- 
tising, and in that year the rapidly expand- 
ing Postum Company became the General 
Foods Corporation. 

When Butler joined Postum, it was ad- 
vertising all its products jointly as health 
foods. Butler immediately began to adver- 
tise the products separately and as whole- 
some, convenient packaged foods. As merg- 
er followed merger and General Foods grew 
by the additigyns of whole brand lines, Butler 
found a new product on his desk about 
every threo ;months. Each he had to fit 
into the G.weral Foods over-all operation; 
at the sam time he had to establish each 
independentiy. Gathering an able staff of 
young men about him, he set up advertising 
units for each new product but retained 
control of a strongly centralized advertising 
department. 

Butler used some of the established older 
advertising agencies which had been han- 
dling some of the products before, through 
various mergers, they became General Foods 
properties. Other products and brands he 
placed with then relatively new agencies 
like Young & Rubicam and Benton & 
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Bowles. Through his encouragement of Wil- 
liam Benton and Chester Bowles and his 
promise of an account he was instrumental 
in forming the Benton & Bowles agency. 

As he had in teaching, Ralph Starr Butler 
pioneered in the application of the adver- 
tising phase of marketing. He sponsored 
the Maxwell House “Showboat,” radio’s first 
full-hour sponsored program and for years 
number one in radio ratings. He did pioneer 
work with comic-strip advertising when he 
learned from an early Gallup study that 
virtually all children and 70 per cent of 
adults “devoured” the comics. He used the 
comics to advertise Grape-Nut Flakes and 
Postum in a series of advertisement which, 
for the first time, used the full comic tech- 
nique to sell a manufactured product. 

Gambling on an idea put forward by Ad- 
miral Richard E. Byrd, Butler underwrote, 
for General Foods, the cost of the explorer’s 
second expedition to Antarctica. He bought 
a half hour of radio time for the program 
when neither he, Byrd, nor anyone else 
knew whether a single beep could be heard 
of the expedition’s scheduled weekly broad- 
casts from Little America. The broadcasts 
were heard, and Grape-Nuts sales leaped 44 
per cent. 

Butler devised the villainous figure of 
Mr. Coffee Nerves -for the Postum comic- 
strip advertising. He discarded all others 
suggested and coined the brand name Birds 
Eye (splitting the surname of Clarence 
Birdseye, discoverer and developer of the 
process) for Birds Eye Frosted Foods. The 
New York World-Telegram dubbed Ralph 
Starr Butler “the No. 1 adman,” but Butler 
insists that he was never a creative adver- 
tising man, but the marketing man who 
used advertising as a tool to promote busi- 
ness. 

In 1938 both public relations and the 
company’s research-and-development pro- 
gram were also assigned to Ralph Starr 
Butler. From the beginning of his work 
with General Foods he had been in charge 
of the company’s Educational Department, 
which tested and published recipes, working 
closely with teachers of home economics and 
with home-economics editors and broad- 
casters. The department, recently renamed 
General Foods Kitchens, in 1959 sold over 
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a half million copies of the new General 
Foods Cookbook. 

Walter Dill Scott, before whose classes at 
Northwestern he lectured occasionally, was 
a close friend and colleague. Butler knew 
Charles Coolidge Parlin when Parlin was 
still a Wausau, Wisconsin, school adminis- 
trator. Parlin brought him his early sur- 
veys for criticism before he submitted them 
in final form to The Curtis Publishing Com- 
pany. One of Ralph Starr Butler’s students 
at Wisconsin became president of General 
Foods, another of the National Cash Regis- 
ter Company, another of General Mills. 

As a marketing man in advertising, and 
an untiring worker through the Audit Bu- 
reau of Circulations and the A.N.A. for the 
advancement of advertising standards, 
Butler received the Silver Medal in the An- 
nual Advertising Award in 1940 and the 
Gold Mecdai in 1947. He was awarded the 
Bronze Plaque of the Advertising Club of 
New York in 1948, and in 1949 the Ameri- 
can Marketing Association gave him its 
award of distinction for his pioneer work in 
teaching and the advancement of market- 
ing. He received his honorary doctorate 
from Colorado College in 1954. 

Since 1948 Ralph Starr Butler, still in 
his office at the Postum Building in New 
York, has been at work as an independent 
contractor keeping a full running record of 
the affairs of General Foods. For the per- 
manent files of the corporation, stored in 
bomb-proof archives in White Plains, he 
has written a full account of each company 
and product acquisition, and the operations, 
products, and personnel involved. For the 
past thirteen years he has produced an an- 
nual detailed factual history of the year’s 
business. All operating division and staff 
departments of General Foods co-operate in 
supplying him with the necessary data. In 


71 


addition, he serves as a marketing and ad- 
vertising consultant for several other com- 
panies and organizations. 

Direct, articulate, vigorous, Ralph Starr 
Butler is busy and a realist. He still be- 
lieves in the necessity and effectiveness of 
mass advertising to move mass-produced 
goods. He believes that advertising is an 
important social force as well as an aid in 
the promotion of industry and that, because 
in the existing industrial system advertis- 
ing operates to keep business costs at a 
minimum, it “makes a definite contribution 
to the economic benefit of the community.” 

If anything, he thinks, distinguishes his 
eareer from that of some other men, it is 
that he took job risks. He shifted from 
teaching to business, back to teaching, back 
to business, and from job to job until he 
could do happily and successful what he 
most wanted to do. 

“When I was dissatisfied,” he says, “I 
always did something about it.” He con- 
siders it a gift, for which he deserves no 
credit, that he was always, able to talk to 
salesmen in their own language. He believes 
strongly that “the greatest asset anybody 
has is friends.” 


* A PIONEER IN MARKETING. This series of brief 
biographies was established in April, 1956, to pay trib- 
ute to those pioneers in marketing who have achieved 
eminence either as teachers or practitioners and who 
have contributed signally to marketing thought and ad- 
vance. Perry Bliss, Department of Marketing, Univer- 
sity of Buffalo, served as editor of the series, A PIO- 
NEER IN MARKETING through 1960. 

The series is now edited by Donald M. Hobart, 
Senior Vice President and Director of Research, The 
Curtis Publishing Company, and a past national Presi- 
dent of the American Marketing Association. Mr. 
Hobart welcomes nominations of marketing pioneers 
whose careers make them suitable candidates for in- 
clusion in the series. 
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By RICHARD C. CHRISTIAN 
Marsteller, Rickard, Gebhardt & Reed, inc. 


Chicago 


Challenges of Global Marketing 


OW DO WE market abroad? How 

much investment will it take? What 
kind of people do we need? What are our 
profit opportunities? What are the pitfalls 
and problems? Do our products fit over- 
seas markets? 

These are the kinds of questions being 
raised in corporate councils throughout the 
United States. A tremendous amount of 
high-priced talent in the form of industrial 
corporation boards of directors and top 
management groups are wrestling with the 
opportunities of global marketing. 


STATISTICS TELL THE STORY 


U.S. private investment abroad is esti- 
mated to be more than $43 billion. During 
1961 another $3 billion is likely to be added. 

Exports of American industrial firms 
increased in 1960 over 10 per cent above 
1959; and 1961 probably will find an addi- 
tional 5 per cent increase. Sales of U.S. 
manufacturing companies in their foreign 
subsidiaries were up some 11 per cent in 
1960 over 1959, and may be up even more 
during 1961. 

Some startling examples: General Motors 
will invest $114 billion next year in its 
operations, with between 20 to 25 per cent 
overseas. Ford will spend $138 million 
overseas this year, $200 million in 1962. 
In 1959, the IBM World Trade Corporation, 
responsible for most of the firm’s interna- 
tional business, earned $40 million on a 
gross of nearly $300 million. It is reported 
that Chas. Pfizer & Co. and Schering Drug 
both earn more than 40 per cent of their 
income abroad. Clark Equipment, which 
recently changed the location of its interna- 


tional headquarters from Havana to Brus- 
sels, finds its international growth consider- 
ably more rapid than the domestic business. 


With the continuing major shift of US. 
business abroad from export to broad-scale 
international business, involving local man- 
ufacture and stepped-up sales and advertis- 
ing efforts, U.S. marketing methods more 
than ever apply overseas. Basic to the 
successful application of these methods is 
the process of market auditing or the prep- 
aration of local, regional, and international 
marketing plans which cover all facets of 
the development of the expansion of a com- 
pany’s sales abroad. 

What is really called for is the domestica- 
tion of marketing abroad, or the lifting of 
overseas local standards of approach to a 
level comparable with marketing develop- 
ments and standards in this country. 

This is particularly important because a 
distinction between domestic and foreign 
business is ceasing to exist. More progres- 
sive managements are looking at all mar- 
kets the world over, with a global concept 
of management and of marketing. Profits 
in Germany, Australia, or Argentina are 
no less attractive than profits here. Even 
though there are questions of money trans- 
fer from country to country, these problems 
can be overcome. To obtain profits calls 
for the same level of management and 
marketing approach. 

Jere Patterson, of Jere Patterson & As- 
sociates, international advertising and mar- 
keting counsel of New York, recently re- 
ported on a variety of changes and trends 
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INDUSTRIAL MARKETING 


taking place. Basic is his theme that U.S. 
companies must market abroad the way 
they do here, with strategically thought-out 
marketing plans which include: thorough 
market knowledge; fitting products to cus- 
tomers’ needs and wants; competitive pric- 
ing; and flexible terms and services. 


SOME ESSENTIAL STEPS 


Patterson believes that any well-managed 
American industrial corporation can suc- 
cessfully establish an international organi- 
zation if it carefully charts a specific course 
of action. He suggests six steps as essential 
procedures: 

1. Foundation—The right international 
staff must be selected. Men, willing to 
make sacrifices, to learn new languages, 
and to adjust to local customs and tradi- 
tions must be found. Advertising agen- 
cies and research organizations must be 
selected and effectively used. Proper 
outside organizations can help greatly to 
lift the level of marketing performance. 

2. Preparation—A marketing plan should 
be prepared, embracing all aspects of 
the marketing activity. If basic facts 
are not available within the business, 
marketing research should be under- 
taken as an important factor in proper 
preparation. The U.S. government, many 
trade associations, publications, and 
counselors can help to provide essential 
facts. 

3. Presentation—The marketing plan, well 
documented and thoughtfully worked 
out as to objectives, strategy, tactics, 
etc.—-all with profit goals—should be 
presented to management in proper 
form and fully discussed. This will 
marshal needed support for all market- 
ing, advertising, and other related ef- 
forts. Goals might first be established 
at international headquarters, thought 
through regionally, and then plans de- 
veloped locally to meet targets. The 
plans should then be subject to regional 
and headquarters review before final 
adoption. 

4. Integration—The program must be in- 

tegrated in terms of proper timing of 

ail marketing activities—for example, 
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advertising in terms of product distri- 
bution, and promotion and publicity in 
concert with advertising. Integration 
is not just an external matter but also 
an internal matter. There must be 
integration of marketing activities 
within the company, both in terms of 
functions and departments, and in 
terms of geography. 

5. Co-ordination—International marketing 
requires co-ordination, especially as to 
corporate image, name, trade marks, 
dealer-distributor identification, and aq- 
vertising and promotion materials. 
There are various techniques of co- 
ordination, such as regional committees, 
travel abroad, standards of procedure, 
definition of budget categories, standard 
budget categories, and basic product 
classifications. Sometimes the forma- 
tion of separate marketing companies 
at international, regional, and local 
levels can prove to be an important co- 
ordinating tool. 

6. Education—Inherent in all this new 
level of marketing activity is education. 
This implies education of local top man- 
agement, marketing management, and 
advertising management, and then ed- 
ucation of regional management. This 
is perhaps the single greatest responsi- 
bility of present-day marketing man- 
agement that is global in scope. 


The business of doing business abroad 
is profoundly changing. New levels of 
marketing perform ice are called for. 
Local and regional factors must be taken 
into account. The international image of 
the business and its products must be 
assiduously built. A global concept of busi- 
ness is called for, a concept that will break 
down artificial distinctions between domes- 
tic and foreign marketing. 


‘ SUGGESTED READINGS 

A good first step in “getting the ball 
rolling,” internationally speaking, is to re- 
view some of the excellent literature avail- 
able. Here is a suggested reading list: 

C. K. Campbell, “Sales and Marketing Poli- 

cies,” Case Studies in Foreign Operations, 
International Management Association, Spe- 
cial Report No. 1, 1957. 
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Edward de Robert, “Advertising in Overseas 
Operations,” The Challenge of a New Envi- 
ronment, International Management Asso- 
ciation, Series Number 2, 1956. 


Frank Montgomery Dunbaugh, Marketing 
in Latin America (New York: Printers’ 
Ink Book Company, 1960). 


John Fayerweather, Management of Inter- 
national Operations (New York: McGraw- 
Hill Book Company, Inc., 1960). 


William B. B. Fergusson, “Effective Mar- 
ket Research Abroad,” The Challenge of a 
New Environment, International Manage- 
ment Association, Series Number 2, 1956. 


“Fight for Survival,” booklet published by 
Steel magazine, (Cleveland, Penton Publish- 
ing Co.). An analysis by Steel editors of 
U.S. Metalworking’s competitive position in 
the new world market. Compiled from Sep- 
tember 5, 1960 issue. 


“Financial and Tax Considerations in Or- 
ganizing for Foreign Operations,” Increas- 
ing Profits from Foreign Operations, Part 
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Edward T. Krieger, “Defining and Measur- 
ing the International Market,” Increasing 
Profits from Foreign Operations, Interna- 
tional Management Association, Special Re- 
port No. 3, 1957. 


R. D. McManigal, “Sales Policy and Opera- 
tions,” Case Studies in Foreign Operations, 
International Management Association, Spe- 
cial Report No. 1, 1957. 


Albert F. Watters, “Patterns of Foreign 
Distribution,” The Challenge of a New En- 
vironment, International Management Asso- 
ciation, Series Number 2, 1956. 


Harvey Williams, “New Dimensions for 
American Foreign Operations,” Increasing 
Profits from Foreign Operations, Interna- 
tional Management Association, Special Re- 
port No. 3, 1957. 


For additional information, write: 


McGraw-Hill International Corporation, 330 
W. 42nd Street, New York 36, New York. 
World Trade Information Service, Division 
of Commercial Intelligence, Bureau of For- 
eign Commerce, Washington, D.C. 


Three, International Management Associa- Foreign: Commerce Department of the U.S. 
tion, Special Report No. 3, 1957. Chamber of Commerce, Washington, D.C. 


MARKETING MEMO 
Men Don’t Live by Sense! 


Man lives in an environment of symbols, and it is extremely 
important to understand something about the symbol-making 
process because symbols are the raw material of human thought 
and all communication. Superficially we think that words are the 
only form of communication, because we live in such a highly 
verbal atmosphere. Yet in actuality there is a far greater amount 
of nonverbal communication going on all the time through the 
use of other symbols than words. And though we believe that 
all thinking must be logical and intellectual, there is an entirely 
; different mode of thinking also used by the brain, which has a 

- ] different order and a different way of conveying meaning than 

intellection, hinging on a different kind of symbol—the non- 
verbal symbol. 
ae —Pierre Martineau, Motivation in Ad- 
4 vertising, (New York: McGraw-Hill 
Book Co., Inc., 1957), p. 133. 
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KENNETH J. CURRAN, Editor 
Colorado College 


MORRIS J. GOTTLIEB 
Market Facts, Inc., Chicago 


The most important recent developments in 
the legal framework within which marketing 
must function are reported under the topical 
outline presented below. More detailed infor- 
mation about individual items may be obtained 
by reference to the source cited for each case. 
References to CCH are to the Commerce 
Clearing House Trade Regulation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


REGULATION OF PRICE COMPETI- 
TION 

A. Price Discrimination 

B. Resale Price Maintenance 

C. Price Control (Minimum and Maxi- 


III. 


mum) 
IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of ee In- 
stitutions 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPE- 
TITION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANE- 


OUS DEVELOPMENTS 


MARSHALL C. HOWARD 
University of Massachusetts - 


RAY O. WERNER 
Colorado College 


I. REGULATION ON MONOPOLISTIC 
METHODS 


B. Collusive Practices 


1. Tinnerman Products, Inc. v. George K. 
Garrett Co., Inc., CCH $69,843 (D.C. E. Pa., 
June, 1960). [K.J.c.] 


In September, 1956, Judge Biggs of the 
Court of Appeals (3rd Circuit) handed down 
an important decision in which he took the 
initiative to rule that any multiple licensing 
of patents accompanied by price-fixing was 
contrary to the antitrust laws. (See Newburgh 
Moire Co. v. Superior Moire Co. reported in 
JOURNAL OF MARKETING, April, 1957.) 

Four years after Judge Biggs’ decision, 
this matter still has not been fully clarified. 
However, Judge Grim, in the case here re- 
ported, finds that “in the Third Circuit at 
least, if a patentee grants more than one 
license containing price-fixing provisions, such 
licenses constitute a violation of the antitrust 
laws and a misuse of the patent which renders 
the patent unenforceable by the patentee.” 
But. he seemed a little uncertain of his ground 
and admitted that much could be said for and 
against this principle. 


2. United States v. Central States Theatre 
Corp., et al., CCH 69,836 (D.C. Neb., August, 
1960). [K.J.c.] 


This civil suit concerned an agreement 
among a number of drive-in motion picture 
theatres in the Omaha, Nebraska area fixing 
minimum admission prices and setting maxi- 
mum advertising expenditures at $120 a week, 
with an exception for publicizing first-run 
films and stage attractions. 

After rebuking the defense attorneys for 
their disagreeable tempers, Judge Delehant 
found the defendants guilty and granted the 
Government injunctive relief in spite of the 
insignificant amount of business affected and 
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in spite of the fact that the agreement had 
apparently been abortive. The illegality of a 
restraining agreement “is not obviated by the 
comparative ‘smallness’ of the commerce... . 
affected”, and it was unnecessary for the 
Government to prove that the contract was 
actually effective. It was the agreement itself 
that was illegal. 

It is rather puzzling why the Department of 
Justice would waste its efforts on a civil suit 
of this nature. An injunction can do little 
more than order the defendants to stop fixing 
prices in the future, and since the Sherman 
Act already does that to everyone’s knowledge, 
it is hard to see what is gained for the public 
by civil action. Where violations are simple and 
flagrant, it would seem that criminal prosecu- 
tions and punishment are appropriate, and if 
the defendants are too insignificant to warrant 
such action, their offenses might better be ig- 
nored. 


3. United States v. Insurance Board of 
Cleveland, CCH {69,832 (D.C. N. Ohio, Octo- 
ber, 1960). [K.J.c.] 


In 1956, Judge McNamee found illegal the 
rule of the Insurance Board of Cleveland that 
its members could not write insurance for 
companies selling directly to the public through 
their own employees. (See JOURNAL OF 
MARKETING, January, 1957.) He refused at 
the time to decide upon the status of another 
rule of the Board which forbade its members 
to deal with mutual insurance companies. After 
several years’ thought and perhaps some new 
evidence, he now finds that “the group refusal 
to deal, implicit in the Mutual Rule, constitutes 
an unreasonable restraint of trade—that it 
interferes with the natural flow of commerce 
and is injurious to the public.” 

The most interesting part of the two Cleve- 
land insurance decisions is Judge McNamee’s 
refusal to relegate the boycott to the select 
group of antitrust offenses known as per se 
violations. It is the Government’s contention, 
on the contrary, that concerted refusals to 
deal do not necessitate careful judicial scrutiny 
as to their reasonableness but merit the sum- 
mary condemnation that is handed out to price- 
fixing. In this contention, the Government has 
strong support from dicta of the Supreme 
Court in at least three decisions—U.S. v. 
Columbia Steel Co. (334 U.S. 495 [1948]), 
Northern Pacific Railway Co. v. U.S. (78 S. Ct. 
514, [1958]), and Klor’s, Inc. v. Broadway- 
Hale Stores, Inc. (79 S. Ct. 705 [1959]). 

Judge McNamee’s stubborn refusal to outlaw 
the boycott per se seems to stem from a belief 
on his part that it is coercion that makes a 
boycott completely reprehensible and that it is 
possible that the coercive element (particularly 
with respect to outsiders) might be absent 
from a group refusal to deal. According to 


JOURNAL OF MARKETING 


April, 1961 


him: “In antitrust cases . . . the degree of 
restraint is always a critical factor. Coercive 
economic pressure affects the degree of re- 
straint and is frequently, if not always, a 
distinguishing characteristic of concerted re- 
fusals to deal that are conclusively presumed 
to be unlawful. The presence or absence of 
such element, therefore, would seem clearly to 
be relevant to the issue whether the restraint 
of a concerted refusal to deal is unreasonable 
per se.” 

Although Judge McNamee may have kept 
open a small crack in the door barring boy- 
cotts, the practice is almost sure to lead to 
legal disaster if it becomes involved in anti- 
trust suits and should be avoided by business 
associations that have concern for their repu- 
tations. 


II. REGULATION OF PRODUCT 
CHARACTERISTICS 


A. Product Standards 


In re. Hoving Corp., F.T.C. Dkt. 7195, 
CCH {29,088 (September, 1960). [R.0.w.] 


Two procedural issues, resolved by earlier 
Commission decisions under other Acts, were 
decided consistently by the Commission in the 
decree growing out of an alleged violation of 
the Fur Products Labeling Act. First, exemp- 
tion of items from provisions of the Act is 
forestalied when any express or implied repre- 
sentation of the fur content of an article is 
made. Second, no finding of a public interest 
is required before a Commission order may be 
issued; a single violation may justify the insti- 
tution of a Commission proceeding and the 
eventual issuance of a remedial order. 


C. Packaging and Conditions of Sale 


Amendment to the Tariff Act of 1930 (46 
Stat. 703). [R.o.w.] 


The requirement that imported articles show 
clearly the country of origin exists ostensibly 
to prevent unfair destruction of economical 
and efficient industries of the United States. 
To implement this protection further, the 1960 
Congress in H. R. 5054 elaborated requirements 
of the 1930 Act. Specifically, the new amend- 
ment requires repackaged imported articles to 
show the English name of the country of origin 
if such a requirement was imposed on the 
product in its original containers. Exceptions 
may be granted by the Secretary of the Treas- 
ury if undue hardship would result from the 
application of the requirement or if repackag- 
ing is not undertaker to conceal the country 
of origin. 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 
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1. Sano Petroleum Corp. v. American Oil 
Co., CCH 969,813 (D.C. E. N. Y., September, 
1960). [R.0.w.] 


It is not surprising that Corwin Edwards in 
his monumental study of the Robinson-Patman 
Act (The Price Discrimination Law) has 
characterized the status of functional dis- 
counts under the Act as complex, dangerous, 
and filled with “inherent difficulties.” Once 
again an industry in which the dangers, diffi- 
culties, and diversities have received judicial 
notice before has reappeared here in proceed- 
ings involving an alleged violation of Section 
2(a) of the Act. Once again the petroleum 
industry is faced with the defense of the legiti- 
macy of dissimilar discounts to purchasers who 
occupy a non-traditional place in gasoline mar- 
keting channels vis-a-vis those whose func- 
tional position is traditional. (For earlier cases 
see Standard Oil Co. v. Federal Trade Commis- 
sion reported in JOURNAL OF MARKETING, 
October, 1956 and July, 1958). 

Sano, a wholesale gasoline distributor, charged 
that American, the nation-wide, major gaso- 
line refiner involved, discriminated by allowing 
commercial consumers in the same geographi- 
cal area a differential discount injurious to 
Sano. Metropolitan Distributors, the commer- 
cial consumer, was a truck rental agency which 
leased trucks at a price which included gaso- 
line and service. Lessees received a credit 
against the lease price for gasoline purchased 
from retail gasoline dealers; the amount of 
the credit was computed at Metropolitan’s cost 
rather than at the lessee’s retail purchase 
price. Whether or not Metropolitan’s cost 
for this purpose was its normally discounted 
price or the discounted price less the addi- 
tional one cent per gallon cartage allowance 
it received from American was never devel- 
oped. Nevertheless, the cartage allowance 
was construed by the Court to constitute a 
differential discount discriminating against 
Sano. A service differential unfavorable to 
Sano vis-a-vis another commercial customer, 
Swift and Company, was clearly not actionable 
since the proscription cf Section 2(e) of the 
Act specifically applied only if the commodity 
were bought for resale; Swift never resold 
any gasoline and so was guilty of no offense. 

Sano’s plea for treble damages, computed by 
using a unique formula which the Court dis- 
missed with the charitable comment that it was 
“novel,” was rejected. The Court’s resolution 
of the issue was considerably wiser than the 
economic analysis it employed in accomplish- 
ing it. The Court’s reasoning was that Metro- 
politan’s leasing arrangement (including daily 
servicing) was the element that “foreclosed 
the market” to Sano. Following the Federal 
Trade Commission order in the Shell Oil Com- 
pany case (CCH 27,143, 1958 Federal Trade 
Commission Complaints, Orders, Stipulations) 
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the Court held that the purchase of gasoline 
by Metropolitan for use in the daily servicing 
operations did not constitute sale of gasoline 
within statutory purview. 

That, indeed, is the point. Whether or not 
the service provided by the leasing agency 
results from a differential in prices charged by 
suppliers, price competition nevertheless van- 
ishes. New marketing channels emerge and, it 
may even be argued, more efficient ones. How- 
ever, this only adds support to what Edwards 
(Id., p. 347) has already said: “. ... the 
law of price discrimination is [not] a satis- 
factory instrument with which to approach 
these functional problems.” 


2. Englander Motors, Inc. v. Ford Motor 
Co., CCH {69,816 (D.C. N. Ohio, September, 
1960). [R.0.w.] 


Section 4 of the Clayton Act allows treble 
damages for injuries sustained because of the 
violation of antitrust laws; Section 1 of that 
Act specifically identifies these laws. As the 
Court points out in this case, only Section 2 of 
the Robinson-Patman Act, amending the Clay- 
ton Act as it did, can become the basis of a 
treble damage suit. Violation of Section 3 of 
the Robinson-Patman Act is excluded, either 
separately or jointly with Section 2, as a basis 
for a damage suit. To the extent that an action 
for damages can be sustained, the action must 
be sustained solely under the provisions of the 
Clayton Act or other enumerated antitrust 
statute. To buttress his analysis in this case 
Justice Connell cited at length the United 
States Supreme Court’s opinion in Nashville 
Milk Co. v. Carnation Co. and Safeway Stores, 
Inc. v. Vance (See report in this section, 
JOURNAL OF MARKETING, July, 1958). 
But the fact remains as Arthur Dietz noted in 
his review of those cases, that since the De- 
partment of Justice has never undertaken 
criminal enforcement of Section 3 and since 
private enforcement is blocked, there are no 
teeth in Section 3. This decision places another 
Court’s seal of approval on the de facto im- 
potence of a supposedly meaningful section of 
a major Congressional enactment. 


8. Kentucky Rural Electric Cooperative 
Corp. v. Moloney Electric Co., CCH {69,804 
(CA-6, September, 1960). [R.0.w.] 


No lack of legal temerity can be discerned 
in the claim of this non-operating “super co- 
operative” comprised of twenty-two operating 
electric co-operatives. This organization ex- 
isted as an agent to purchase equipment and 
supplies for its members; in this capacity it 
secured discriminatory brokerage fees dis- 
guised as distributor’s commissions. Such dis- 
criminatory fees are prohibited by Section 2(c) 
of the Clayton Act. In an attempt to avoid 
liability for the receipt of these illegal fees 
the co-operative argued that in the perform- 
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ance of “well-established and recognized prac- 
tices” it enjoyed a protected status guaranteed 
by Section 4 of the Robinson-Patman Act. The 
argument failed completely. The Court noted 
simply that the exemption of co-operatives 
under Section 4 “deals only with the single 
act of a co-operative returning its profits to 
its members. It does not exempt a co-operative 
in the acquisition of such profits in its busi- 
ness operations before they are distributed.” 
Sic transit temeritas. 


4. In re. Fred Bronner Corp., and Fred 
Bronner, F.T.C. Dkt. 7068, CCH {29,125 (Sep- 
tember, 1960). [R.0.w.] 


Unlike the mythical box of Pandora, the 
Federal Trade Commission’s own Pandora’s 
box can be reopened periodically to loose upon 
the unsuspecting business world new evils and 
uncertainties. In this case Bronner admitted 
granting a preferential discount to some of the 
wholesalers of toys which he imported. Price 
discrimination, therefore, was not the issue; 
the issue was whether or not the discrimination 
was substantial enough to exert a reasonably 
probable. or possible adverse effect on compe- 
tition. Although in this case the Commission 
majority (Commissioner Kern dissenting) con- 
cluded that the showing of discrimination to 
burden competition was inadequate, new issues 
were raised. Separate concurring opinions of 
Commissioners Secrest and Anderson, as well 
as the majority opinion of Chairman Kintner, 
raise the question of the appropriateness of 
various measures of competitive injury. 
Whether or not a discriminatory discount is 
consequential in total dollar amounts, in per- 
centage of price allowed as a discount, in rela- 
tion of the percentage discount to industry 
profit margins, or only in some undefined com- 
bination of these measures—these questions 
are raised but not resolved in this case. Those 
who thought the Edelmann and Whittaker 
cases (See report in this section, JOURNAL 
OF MARKETING, April, 1957) provided some 
semblance of a rationale for what would con- 
stitute a measure of substantial lessening of 
competition must now cling to the shaky belief 
that in the Commission’s box, like that of 
Pandora, Hope still remains. 


5. In re. The Grand Union Co., F.T.C. 
Dkt. 6973, CCH {28,980 (August, 1960). 
[R.0.W.] 

In this decision, the Commission has utilized 
Section 5 of the Federal Trade Commission 
Act to extend Section 2(f) of the Clayton Act 
to prohibit the receipt of disproportionate pay- 
ments for merchandising services. Inducement 
or receipt of a prohibited price discrimination 
is admitted by Grand Union to be a violation 
of Section 2(f) but it denied that the Commis- 
sion could extend its power to prohibit “unfair 
methods of competition” beyond the range of 
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existing practices which are included in a 
“specific statutory scheme.” The Commission 
majority admitted that there had been no 
specific inclusion of the practice it was here 
prohibiting; however, it added that it could 
not, therefore, be inferred that Congress in- 
tended to countenance “a practice which clearly 
violates the spirit of the statute.” Summarizing 
their position, the Commission majority con- 
cluded that “it is our opinion that it is the 
duty of the Commission to ‘supplement and 
bolster’ Section 2 of the amended Clayton Act 
by prohibiting under Section 5 practices which 
violate the spirit of the amended Act.” 
Commissioner Tait’s dissent seems more 
cognizant of the basic issues than does the 
majority opinion. Clearly the Commission has 
legislated a new antitrust provision. Moreover, 
as Commissioner Tait points out, specific 
Robinson-Patman Act provisions were unnec- 
essary if it had been the Congressional intent 
to give the Commission authority so broad it 
could “declare unlawful any practice which it 
believes contrary to the spirit of the antitrust 
laws.” Even more devastating, as the dissent 
notes, is the resulting complete inability of 
businessmen to determine, before adoption, 
which business practices are legal and which 
proscribed by the “spirit of the amended Act.” 
No matter how undesirable the practices of 
Grand Union may have been, the Commission's 
wisdom in adopting such an all-encompassing 
rationale to prevent them may be doubted. 


B. RESALE PRICE MAINTENANCE 


1. G.E.M. Sundries Co., Inc. v. Johnson 
& Johnson, Inc., CCH {69,797 (CA-9, August, 
1960). [M.c.H.] 


Fair trade, including the non-signer pro- 
vision, is now legally well intrenched in 
Hawaii. A Court of Appeals has affirmed a 
decision of the Hawaii Supreme Court. (See 
earlier reports on this case in this section 
July, 1959, and July, 1958). This latest decision 
makes two things clear. First, the Hawaii Fair 
Trade Act is a valid Act authorized by the 
McGuire Act. And second, the application of 
the Hawaii Act to non-signers under the Mc- 
Guire Act is constitutional; it does not violate 
the due process clauses of the Fifth and Four- 
teenth Amendments to the Constitution. On 
this last point the Court of Appeals relies on 
the 1936 case of Old Dearborn Distributing Co. 
v. Seagram-Distillers Corporation (299 U.S. 
183) wherein the Supreme Court supported the 
idea that the goodwill of the trademark or 
brand name must be protected. 


2. The Bridgeport Herald Corp. et al v. 
Lower Fairfield County Newsdealers Assn., 
Inc., CCH 969,805 (Connecticut Superior Court, 
April, 1960). [M.c.H.] 
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The interest of manufacturers in resale price 
maintenance is, by tradition, to maintain retail 
prices at a minimum level. The goodwill theory 
of fair trade, for example, is based on the idea 
that consumer acceptance of a branded product 
depends to a large degree upon the association 
of quality with prices which are not too low. It 
is probably safe to say that usually these 
minimums have been high enough so that they 
in effect have also been maximums. 

Now in this case before the Connecticut Su- 
perior Court involving a newspaper publisher, 
its distributors, and its retailers, the retailers 
had begun to charge prices higher than those 
which had ruled over a period of some years. 
The publisher and distributors, however, had 
kept their prices unchanged, and they now 
feared not only a loss of sales and of revenue 
from sales but also a decline in advertising 
income. 

Do they have any legal support to which 
they can turn to keep the retail price down? 
The answer in this case is “No.” First, there 
had been no contract, and thus there could be 
no breach of contract. There nad been only a 
“working arrangement.” Second, the judge 
does not accept the argument of “custom and 
usage,” for these, he says, are most fre- 
quently associated with written contracts. And 
third, the judge points out that fair trade con- 
tracts (although not directly relevant to the 
case at hand) could not be relied upon to hold 
prices down, since neither the Fair Trade Act 
of Connecticut nor the federal McGuire Act 
prohibit a retailer from charging a higher 
price for a commodity than the stipulated 
minimum. 

Redress, therefore, resides in refusal to sell, 
just as the buyers may refuse to buy. Accord- 
ingly, “It is a case of the survival of the 
fittest.” 


3. The Upjohn Co. v. Save-Mor Drugs, 
Bethesda, Inc., CCH 969,827 (Maryland Circuit 
Ct., Montgomery County, August, 1960). 
[M.C.H.] 


Goodwill follows a trademark or a brand 
name wherever it may go. So says a Maryland 
Court in holding that a fair trade injunction 
has been violated. It relies largely on a 1955 
U.S. Court of Appeals decision concerning the 
Louisiana Fair Trade Act (Schwegmann Bros. 
v. Hoffman-La Roche, Inc., 221 Fed Reporter 
2nd 326). 

In this instance a pharmacist was filling 
doctors’ prescriptions which designated trade- 
marked products and was charging prices be- 
low the minimum prices of the catalogue list- 
ings. Whether or not the patient is aware of 
the brand name “is not an essential factor.” 
One may wonder whether the doctors are (or 
should be) impressed by brand names, or even 
whether the patients would question the doc- 


tors’ judgment if brand names were not on 
the prescribed products. 


4. Gulf Oil Corp. v. Claude E. Mays, CCH 
169,821 (Pa. Supreme Ct., October, 1960). 


American Oil Co. v. Stanley Stroh, CCH 
169,838 (Pa. Ct. of Common Pleas, Lycoming 
Co., September, 1960). 


Gulf Oil Corp. v. Kostek, CCH {69,788 
(Pa. Ct. of Common Pleas, Luzerne Co., July, 
1960). [M.C.H..] 


The question of what is “fair and open 
competition” as applied to fair traded products 
again rears its head in the Mays case (first 
reported in this section, April, 1960). The 
scene is the controversial petroleum products 
markets. (See also Sinclair Refining Company 
v. Philip Schwartz and related cases reported 
in this section, July, 1960). In this appeal from 
a decree of a Court of Common Pleas, the 
Pennsylvania Supreme Court insists that the 
fair trader prove that the fair trade contracts 
are designed to protect trade or brand names 
and are not part of an agreement or con- 
spiracy to fix prices. It may be noted that in 
the Stroh case decided by a lower court a 
month earlier, a retailer had tried to defend 
himself in a fair trade enforcement action by 
alleging a horizontal price conspiracy. In this 
latter case the court said the the burden is on 
the defendant to show that the fair trader had 
conspired to fix prices, and this the retailer 
had failed to do. 

Judge Cohen, in remanding the Mays case 
for further proceedings, is disturbed by some 
of the things he sees in the petroleum product 
markets. If virtually all retail service stations 
sell only one brand of gasoline and this is their 
major product, how can there be loss-leader 
selling? If petroleum refiners sometimes sell 
each other’s gasoline under exchange agree- 
ments, how can they argue that they are fair 
trading in order to protect the prestige of the 
trademark or brand name? The judge reasons 
that if both these arguments are removed then 
fair trade must be protecting the price and not 
the product. He also casts a leary eye on the 
conformity of prices in these markets and 
states that if there is “conscious parallelism” 
in fixing gasoline prices then it is probative 
evidence that there is not free and open com- 
petition. 

The Court also warns that a gasoline refiner, 
if he is to be considered to be selling in free 
and open competition, must not be selling to 
some of the customers of his retailers, such as 
commercial, industrial, and institutional ac- 
counts. As to such accounts, the petroleum re- 
finers have had great difficulty in staying their 
hands. As a matter of fact, it was for this 
very reason that Gulf Oil was unable to en- 
force fair trade against a retailer in the Kostek 
case. 
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C. PRICE CONTROL (MINIMUM AND 
MAXIMUM) 


State of Minnesota v. Applebauwms’ Food 
Markets, Inc. CCH {69,790 (Minnesota Dis- 
trict Ct., Second District, June, 1960). 


State of Minnesota v. Knowlans’ Super 
Market, Inc. CCH 969,791 (Minnesota District 
Ct., Second District, June, 1960). 


State of Minnesota v. National Food 
Stores, Inc.; State of Minnesota v. Klein Super 
Markets, Inc., CCH {69,792 (Minnesota Dis- 
trict Ct., Second District, June, 1960). 


State of Minnesota v. S. & S., Inc., CCH 
169,793 (Minnesota District Ct., Second Dis- 
trict, June, 1960). [M.c.H.] 


The U. S. Supreme Court recently gave its 
approval to the “cash discount” theory of 
trading stamps, i.e., that the giving of these 
stamps represents a discount for prompt pay- 
ment of cash and not a cut in the price of 
merchandise which might therefore conflict 
with a sales-below-cost law. (See Safeway 
Stores, Inc. v. Oklahoma Retail Grocers Associ- 
ation, Inc. reported in this section January, 
1960.) Now a Minnesota District Court has 


granted temporary injunctions under the Min- 
nesota Unfair Trade Practices Act against the 
giving of “bonus” stamps, or stamps in excess 
of the regular number. The “customary man- 
ner” of giving stamps, the court reminds us, 


is one stamp for each ten-cent purchase. 

The bonus trading stamps which, as price 
cuts, have here clashed with the sales-below- 
cost law appear in several forms. In the Apple- 
baums’ case a food market was distributing 
coupons which entitled customers to free bonus 
trading stamps in addition to those regularly 
received. In the National Food Stores case, the 
food store had inaugurated a plan whereby 
the customer, in addition to receiving the cus- 
tomary trading stamps, would receive “gold 
cash register tape.” This tape could then be 
given to a charitable organization registered 
with the food store which in turn could redeem 
them for various articles of merchandise. And 
in the S & S case one of the prizes of a draw- 
ing was to be 12,000 trading stamps. One may 
now wonder as to the legal status of what may 
slowly be becoming a custom: “double stamps 
on Wednesday.” 

In two of these cases, the court, in granting 
the temporary injunctions, saw other excesses. 
In the Applebaums’ case the food store was 
giving lottery prizes of a 1960 automobile, 
four clothing certificates worth $100 each at a 
stipulated clothing store, and coupon books 
containing coupons which could be applied 
toward the purchase of certain enumerated 
articles of merchandise. And in the S & S case 
the store was also planning to give away 
$2,000 worth of groceries and ten $50 grocery 
certificates as prizes in a drawing. Such actions 
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are likely to “injure a competitor” and there- 
fore were enjoined. However, a distinction 
must be made: In the Knowlans’ case the giv- 
ing away of free orchids, a color TV set, a 
bag of groceries every hour, and other prizes 
was not enjoined because it was connected 
with the opening of a new store and there was 
no evidence that the giveaways would continue. 


V. REGULATION OF UNFAIR 
COMPETITION 


B. Nonadvertising Promotional Methods 

Peerless Products, Inc., et al. v. Federal 

Trade Commission, CCH {969,863 (CA-7, Nov- 
ember, 1960). [K.J.C.] 


For many years it has been held an unfair 
method of competition, illegal under the Fed- 
eral Trade Commission Act, to distribute mer- 
chandise by punch boards or other lottery de- 
vices. 

In this decision, the Court not surprisingly 
rules that such merchandising devices remain 
illegal in interstate commerce even if sanc- 
tioned by local ordinances. 


VI. PROCEDURAL AND MIS- 
CELLANEOUS DEVELOPMENTS 


1. Federal Trade Commission v. Beatrice 
Foods Co., CCH {69,685 (CA-7, April, 1960). 
(K.J.c.] 


The Court of Appeals has ruled that infor- 
mation submitted to the Bureau of the Census 
for the census of manufacturers is confidential 
and may not be subpoenaed by the Federal 
Trade Commission* from the reporting com- 
pany’s files. The Supreme Court has refused 
to review the decision, thus leaving it the 
ruling principle in this matter. 

The forms on which information for the 
census of manufacturers is submitted bear 
this statement at the top: “Your report is 
confidential and only sworn Census employees 
will have access to it. It cannot be used for 
purposes of taxation, investigation or regula- 
tion.” 

It was the Commission’s contention that this 
statement only referred to the disposition of 
the reports received by the Census Bureau and 
in no way protected the copies of the reports 
in the reporting company’s hands from sub- 
poena by a government regulatory agency. 
Robert W. Burgess, the Director of the Census 
Bureau, opposed this interpretation, pointing 
out that the provisions for the confidentiality 
of Census reports “were enacted for the pur- 
pose of protecting companies against any harm 
which might result from their complying with 
a Census reporting requirement.” By their 
very nature, such reports were approximations 
compiled by underlings without clearance by 
company counsel. 
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In rejecting the Commission’s position and in 
upholding the confidential nature of reports 
to the Bureau of the Census, the Court said: 
“To hold to the contrary ... would run 
counter to the Congressional purpose of the 
Census Act and the assurances given by the 
Government to the public. These assurances of 
confidentiality and protection constitute a 
pledge of good faith on the part of Congress, 
the President and the Department of Com- 
merce. We do not think that another arm of 
the Government (the Federal Trade Commis- 
sion) can be heard to say that such representa- 
tions may be avoided in this indirect manner. 
The United States has given its word and 
should be permitted to keep it.” 


2. Hanover Shoe, Inc. v. United Shoe 
Machinery Corp., CCH {69,754 (CA-3, June, 
1960). [K.J.c.] 

In the July, 1960 issue of the JOURNAL OF 
MARKETING, the decision of the District 
Court (M. Pa.) was reported in which the 
Court ruled that if prices are raised to a 
business consumer as a result of an antitrust 
violation, that business firm has been injured 
for the purpose of punitive damage suits 
whether or not its higher costs were passed 
along to its customers in the form of higher 
prices. 

This decision, which apparently does not 
embrace the situation where the business firm 
is a mere reseller of the product rather than 
its consumer in a manufacturing operation, 
has now been confirmed by the Court of Ap- 
peals. The Supreme Court has refused to 
review it. 


The Need for Innovation 


MARKETING MEMO 


8. United States v. Procter and Gamble 
Co., et al., CCH 969,820 (D.C. N. J., September, 
1960). [K.J.c.] 


It had long been the opinion of the Depart- 
ment of Justice that it could properly use a 
grand jury to gather information for a civil 
suit with no serious intention of starting a 
criminal prosecution of the defendant as well. 
This belief was shaken by the Supreme Court 
in 1958 when it referred to the use of the 
grand jury to build only a civil suit as “flout- 
ing the policy of the law.” Nevertheless, that 
Court reversed the District Court’s (New 
Jersey) order to the Government to release to 
the defendants the complete grand jury rec- 
ord, because the failure of a criminal prosecu- 
tion to materialize was no proof that the 
Government had used the grand jury in bad 
faith. 

The District Court has now heard evidence 
that has convinced it that the Government 
used the grand jury to unearth evidence 
against Procter and Gamble and the other 
soap companies involved in the suit with no 
intention at any time of starting criminal ac- 
tion against them. Thus it returns to its origi- 
nal order to the Government to turn over to 
the defendants the grand jury transcript. 

The frequent helplessness of the Govern- 
ment to gather the information necessary to 
build a case without using the grand jury with 
its subpoena powers was described by your 
reporter when the Supreme Court’s decision 
was reviewed. (JOURNAL OF MARKETING, 
January, 1959.) 


During the period ahead, in any event, the greatest need for 
innovation seems more likely to lie in the social than in the 
technological area. Indeed, the technological revolution itself 
will be totally unproductive unless it is accompanied by major 
innovations in the nontechnological field. Among them, above all, 
is again innovation in marketing. Equally basely needed are in- 
novations in methods, tools, and measurements for doing the 
managerial job in the modern enterprise, large or small; for the 
development of competence, skill, and imagination among mana- 
gers (still considered a luxury by some companies) is probably 
the greatest necessity any business, let alone the economy, faces. 
Finally, the need is for effective innovation in the management 
of workers and in the organization of work; despite the progress 
in this area, it may well be the most backward sphere, and the 
one with the greatest potential for increased productivity. 

—Peter F. Drucker, America’s Nezt 
Twenty Years, (New York: Harper & 


Brothers, 1955) pp. 15-16. 
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Initials of staff members, following subject headings, identify the reviewers of the individual items. 


LisT OF GENERAL HEADINGS 19. Retailing 

20. Sales Management and Selling 
21. Storage and Transportation 
22. Theories in Marketing 


23. Wholesaling 


1. ADVERTISING AND 
SALES PROMOTION 


General Semantics: Tuning Ad Men to the 
Consumer’s Wave Length. Harry E. May- 
nard, Printers’ Ink, September 2, 1960, 
pp. 38-41. [J.E.M.] 

General semantics is defined in this article 
and offered as the key to advertising creativity 
and communication. Maynard states: “. . . gen- 
eral semantics is the study of how we perceive 
or ‘size up’ the world and then symbolically re- 
late to it; that is, talk about it, write about it, 
or mathematize about it.” Marketers will find 
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the comments in this article useful, especially 
those on empathy as related to the marketers’ 
identity with the consumer. 


Open Letter to a Foundation. James Webb 
Young, Saturday Review, October 8, 1960, 
pp. 54, 64. [W.J.R.] 

Focusing upon the lag between production of 
knowledge and its slow distribution or “seep- 
age” to those who could benefit from it, Mr. 
Young recommends that foundations consider 
the proved ability of advertising to speed up 
the “.. . informing, persuading and activating” 
process. 

As examples, he cites the 1959 program of 
the Advertising Council in which $183,000,000 
worth of time and space were devoted to sell- 
ing such items as U.S. Savings Bonds, forest 
fire prevention, better schools, and the continu- 
ing program of the Metropolitan Life Insur- 
ance Company to accelerate distribution of 
medical knowledge through advertising. 


A Twentieth-Century Monster: The Mass 
Audience. Frank Luther Mott, Saturday 
Review, October 8, 1960, pp. 59-60. [W.J.R.] 

After briefly tracing the development of the 
mass audience, the auther analyzes the mass 
media dilemma of attempting to reach dispa- 
rate audiences with messages at one intel- 
lectual level. Advertising promotion helped to 
create the mass audience but businesses are 
now increasingly reluctant to pay the high 
prices for magazine advertising ($25,000 to 
$50,000 a page). Magazines cannot retreat 
from their price schedules because of their 
inflexible and rising costs. 

A partial answer may be the split-run circu- 
lation idea that some 124 consumer magazines 
now offer, but this is based on geography alone 
and ignores other more important differences 
in the audiences. 

No clear answers are seen but all media are 
aware of the problem which is most serious 
for TV, “the massiest mass medium in the 
history of media.” 


PR in the Advertising Agency. John Tebbel, 
Saturday Review, November 12, 1960, 
pp. 110-111. [Ww.J.R.] 


“Bureau of Industrial Service,” “General 
Public Relations,” and “Creative Public Rela- 
tions, Inc.” are the public relations divisions 
of the Young and Rubicam, Benton and Bowles, 
and Chirug and Cairns advertising agencies, 
respectively. They represent growing advertis- 
ing agency interest in the additional business 
generated by the increasing practice of creat- 
ing favorable corporate images among con- 
sumers, employees, stockholders, etc. (“Rough 
translation: ‘Please love us.’ ”’) 

This approach to providing PR counsel sup- 
plements the corporation’s own public relations 


department and the independent public rela- 
tions agency. The possibility of conflict in- 
evitably arises whenever a company engages 
both PR and advertising agencies. Co-operation 
is sought but “unacknowledged blood-letting” 
sometimes results. Tending to keep the conflict 
on the minor side is the “. . . extremely wide 
variation in ad agency public relations work.” 

According to the author, “cosmic thinkers” 
might well indulge in serious debate concerning 
the value of ever more public relations from 
the consumers’ standpoint. 


What Is PR, Anyway? Richard L. Tobin, 
Saturday Review, November 12, 1960, pp. 
109-110. [W.J.R.] 

With 1,300 public relations firms and more 
than 100,000 practitioners earning their entire 
livelihoods from it, PR has gained in status 
and yet remains difficult to define. After pre- 
senting the wordy definitions of the Public 
Relations Society of America, Public Relations 
News, and a group effort of 2,000 specialists, 
the author concludes that there is a clear move- 
ment away from stunt press-agentry to pres- 
ervation of the corporate or product image; 
and public relations must assume status and 
increasing responsibility in the corporation’s 
hierarchy of major assets. 


Mr. Percy’s Torch for Television. Robert Lewis 
Shayon, Saturday Review, October 8, 1960, 
pp. 61-62. [w.s.R.] 

Charles H. Percy, President of Bell and 
Howell, receives a commendation for leading 
business advertising into possibly controversial 
prime-time, public-affairs television program- 
ming. Only 14 of 456 letters were unfavorable 
reactions to “Who Speaks for the South?”—a 
report on school desegregation in Atlanta, in 
the Ed Murrow-Fred Friendly series, “CBS 
Reports.” No dealer or consumer boycctts re- 
sulted. Sales in June, the month following the 
telecast, increased in both the South and 
North. 

Following up, Bell and Howell committed 
themselves to “. . . a heavy package of John 
Daly documentaries on ABC, along with 
twenty-six weeks of the Winston Churchill 
series.” 


Can We Compare Media Effectiveness? 
Charles J. Sirey, Jr., Sales Management, 
November 4, 1960, pp. 62-63. [W.J.R.] 

A report on an attempt to measure the rela- 
tive effectiveness of television, radio, news- 
paper, and outdoor advertising by the research 
director of an advertising agency. A group of 
three test markets was set up for each medium, 
and results were compared to another group of 
comparable markets in which the over-all na- 
tional media mix was run. The campaign 
studied was that of the Florist’s Telegraph 
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Delivery system which has only one small com- 
petitor and which can provide unusually com- 
plete sales records. 

Findings showed outdoor advertising with a 
higher score than the other media tested. 


An Attempt to Answer the Question—Does 
Advertising Pay? C. Nutall and A. J. 
Kent, Commentary of the Market Re- 
search Society of Great Britain, Autumn, 
1959, pp. 18-25. [F.M.] 

Multiple regression equations show that ad- 
vertising expenditures on two brands of candy 
are highly correlated with sales. The trouble 
is that by and large the two companies ap- 
parently were pursuing a policy of “propor- 
tional advertising,” i.e. advertising more when 
sales were good, rather than the other way 
around. The next step, therefore, is to isolate 
the effect of proportional advertising. It looks 
as though this is one of the most exciting pio- 
neering efforts in the field of quantitative 
measurement of the advertising payoff. 


International Advertising Expenditures. Re- 
search Committee of Internytional Adver- 
tising Association, International Adver- 
tiser, August, 1960, 31 p. insert between 
pp. 10-11. [R.L.c.] 

This study was executed for the Research 
Committee of the IAA by the Foundation for 
the Advancement of International Business 
Administration under the direction of Dr. John 
Fayerweather, FAIBA Executive Director. 

This is a continuing study begun this year 
by the IAA Research Committee of the 
amounts of money being spent in advertising 
media in individual countries throughout the 
Free World and of the division of these ex- 
penditures among media in each country. 

It includes data covering advertising ex- 
penditures of 19 countries fitted into the clas- 
sification framework of the International 
Chamber of Commerce Brochure No. 195. 
Countries included are Argentina, Australia, 
Austria, Belgium, Brazil, Canada, Curacao, 
Denmark, Finland, France, Germany, Iran, 
Japan, Norway, Sweden, Turkey, Union of 
South Africa, United Kingdom, and the United 
States of America. 

The major classifications included are the 
press, transportation, posters and billboards, 
paid-for signs, films and film strips, radio and 
TV, display and point of sale, and research. 


Television and the Family. W. A. Belson, Re- 
port of the B.B.C., British Broadcasting 
Corporation, 1959, 151 pp. [W.s.P.] 

Responding to a request from the Audience 

Research Department of the B.B.C. in 1954, 

the Nuffield Foundation sponsored an inquiry 

into the impact of television on children. Con- 
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currently, the Governors of the B.B.C. au- 
thorized a study of the social and psychological 
effects of television on adults. Findings of the 
first study were summarized in “Television and 
the Child”; results of the second study are 
given in this publication. 

The report uncovered hardly any evidence 
that TV disturbed established patterns of be- 
havior to the extent that has been generalized. 
Social habits appear to be less assailable than 
had been thought. Differences, both regional 
and socio-economic, are noted. Copies of the 
report may be obtained from the Head of 
Audience Research, B.B.C., Broadcasting 
House, London W.1, England. 


Type of Mailing and Effectiveness of Direct- 
Mail Advertising. Lee W. Cozan, Journal 
of Applied Psychology, June, 1960, pp. 
175-176. [W.J.R.] 

A professional technical periodical mailed 
10,000 subscription-promotion letters to psy- 
chologists, human engineers, and personnel 
administrators via both first class and third 
class postage. 

Response to the first-class mail was 5.2 per 
cent and only 2.3 per cent to the third-class 
mail. The third-class mail experiment was con- 
ducted during September, October, and No- 
vember of 1958. The first-class mail experiment 
was carried out during January, February, 
March, April, and May of 1959. 


Combining Kinds of Retailer Promotion— 
Effect on Sales of Selected Food Prod- 
ucts. Nick Havas, Violet Davis Grubbs, 
and Hugh M. Smith, AMS-397, Agricul- 
tural Marketing Service, U.S.D.A., 
August, 1960, 16 pp. [J.K.s.] 

Agricultural producers are faced with ever- 
increasing competition for the consumer’s dol- 
lar. To help counter this problem a broad pro- 
gram of basic and applied research is being 
carried out with the objective of assisting pro- 
ducers and distributors of agricultural prod- 
ucts in maintaining and expanding market 
outlets. This study observed changes in sales 
associated with retailer promotion. The results 
indicate that when newspaper advertising, 
price reduction, and special displays were used 
together to promote retail sales of selected 
food products, the gains in sales were greater 
than the sum of the gains associated with the 
three promotional methods used separately. 


Outdoor Advertising. Western Advertising 
Week, November 7, 1960, pp. 19-54. 
[J.8.w.] 

Western Advertising Week is undertaking a 
series of media studies to assess each of the 
major advertising media from the western 
point of view. Examples of outdoor advertising 
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by western firms, or created by western-based 
agencies, are shown in a three-page section of 
photographs. 


Direct Mail Volume Up. Medical Marketing, 
June, 1960, p. 10. [M.M.s.] 

The annual Clark-O’Neill survey of a busy 
general practitioner’s mail for the period from 
May 1, 1959 to April 30, 1960 has revealed 
that doctors received a total of 5,215 mailings, 
an increase of 4.93 per cent over last year’s 
4,970. Eleven per cent of the total represented 
the kind of mailing everyone receives at home. 
This was a 2 per cent rise over 1959. The 
pharmaceutical count was up almost 8 per cent. 

The result was in contrast to the report for 
the two previous years. In 1958, there was a 
drop to 4,801 from the total of 5,041 in 1957. 
Last year the count was only a handful more 
than in 1958. 


Advertising and Consumer Behavior. Colston 
E. Warne, Cartel, July, 1960, pp. 82-88. 
[S.C.H.] 

A criticism of advertising is presented 
largely on the grounds that it has led to a 
multiplicity of brands and models, and has 
made consumer choice highly irrational. Warne 
feels that conventional economic analysis has 
little applicability to the problem of consumer 
decision in a world dominated by advertising. 


Media Performance versus Copy Performance. 
Alfred Politz, Media/Scope, November, 
1960, pp. 61-63. [J.E.M.] 


A plea is made for rigorous terminology 
when exposure and perception are discussed. 
Perception is defined as “the event of psycho- 
logical contact with the content of an advertise- 
ment” and exposure as “putting open pages 
before the eye.” The application of the defini- 
tions to media research is then explained in the 
article. 


Media Buyers’ Checklist: Spot Television Time. 
Media/Scope, November, 1960, pp. 94-96. 
[J.E.M.] 

A comprehensive check list of points that 
might be considered before purchasing spot 
television is presented in tabular form. 
The check list, prepared by the staff of 
Media/Scope, is the first of a series on major 
media that will appear each month through 
June, 1961. 


Agency Services in the ’60’s. Printers’ Ink, 
November 11, 1960, pp. 24-78. [J.E.M.] 
The entire issue of Printers’ Ink is devoted 
to an exploration of the developments and 
forces that have shaped the growth of advertis- 
ing agencies. Various modern philosophies, 


such as the marketing concept and the idea of 
total marketing communication, indicate that 
agencies will be called on to offer new services. 


Business Publication ~ Audits. Media/Scope, 
October, 1960, pp. 101-132. [J.E.M.] 

Media/Scope devotes nearly this entire issue 
to a special report on business publication 
audits. An extensive discussion is presented of 
the Business Publications Audit, Audit Bureau 
of Circulations, Canadian Circulations Audit 
Board, and Verified Audit of Circulations. 
Then a section is devoted to what the users 
of the audits say about them. The review 
should prove useful to both media buyers and 
advertisers. 


Buyer’s View of Color TV. Media/Scope, 
October, 1960, pp. 133-145. [J.E.M.] 

Media buyers’ comments on the state of color 
television are summed up in this article. The 
gist of the comment was: (1) a great, still 
new medium, (2) price to advertiser is right, 
(3) no national audience, (4) good select audi- 
ence, (5) price to the consumer is wrong, and 
(6) the solution is the creation of a mass mar- 
ket by pushing time payment plans for cheaper 
color sets. The article is very comprehensive 
and explores all the facets of color television 
today. 


Ad Readership Scores Can Be Equated with 
Attracting Prospective Buyers. Daniel 
Starch, Advertising Age, October 31, 1960, 
pp. 77-78. [J.E.M.] 

This article seeks to answer the question as 
to whether high readership advertisements 
reach proportionately as many prospects as 
low readership advertisements. A number of 
tables are used to explore the various facets 
of the problem. One conclusion reached is that 
“high readership advertisements reach pro- 
portionately just as many readers who are 
prospects as low readership advertisements.” 
The other conclusions are also helpful to those 
concerned with advertising. 


New Test Shows Plus Value of Repeat Ex- 
posure. Aaron J. Spector, Media/Scope, 
September, 1960, pp. 92, 93. [J.E.M.] 

A careful test was made among 127 sub- 
scriber households of a magazine. One-half 
were exposed to every page of an advance is- 
sue and the other half exposed and then re- 
exposed the following day. The conclusion 
reached was that the repeat exposure group 
remembered more, and was more affected for 
a longer period of time than the group exposed 
once. Another test using the same day, the 
next day, and two days later showed the same 
results. Accompanying tables assist in vizualiz- 
ing the results of the study. 
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Four Types of TV Viewers. Burleigh B. Gard- 
ner, Media/Scope, September, 1960, pp. 
100, 101. [J.E.M.] 


As a result of study during the past year, 
Dr. Gardner classifies television viewers into 
four groups: (1) the selective viewer, (2) the 
critical intellectual, (3) the TV-is-just-for- 
relaxation middle-class viewer, (4) the uncriti- 
cal lower-class viewer. Each class is described 
and its pattern of preference for programs 
explained. As an example, the article states 
that the critical intellectuals select the more 
serious drama such as Playhouse 90 and 
Omnibus, whereas the lowbrows favor comedy, 
daytime serials, and westerns. 


Media/Scope’s Directory of Associations. 
Media/Scope, September, .1960, pp. 135- 
146. [J.E.M.] 

The directory is a listing of 117 organiza- 
tions that offer services or programs of pos- 
sible use to buyers of media. The listing is ar- 
ranged alphabetically and classified by adver- 
tisers, agencies, media, media buyers, public 
relations, research and trade associations. 


2. AGRICULTURAL 


MARKETING 


Agricultural Policy, Politics, and the Public 
Interest. Charles M. Hardin, Issue Editor, 
The Annals of the American Academy of 
Political and Social Science, September, 
1960, 124 pp. [S.c.H.] 

All of the articles in this symposium are of 
interest to those affected by agricultural eco- 
nomics, a group that includes every citizen. 
However, the papers devoted to farm price and 
production policy are particularly relevant to 
marketing questions. Several papers discuss 
individual commodity situations. 


The Balance Sheet of Agriculture, 1960. Fed- 
eral Reserve Bulletin, August, 1960, pp. 
848-856. [G.F.] 

The balance sheet brings together assets and 
liabilities of agriculture as though it were one 
large enterprise. By showing annual changes 
for 16 years beginning with 1940, it provides a 
means of appraising effects of developments in 
farm and non-farm sectors on the financial 
structure of agriculture. 

On January 1, 1960 farm assets were valued 
at $203.6 billion. Farm income was almost $38 
billion, but down 3 per cent from the $39 bil- 
lion figure of a year earlier, while during the 
same period production costs had increased 
almost 5 per cent to a postwar high of $21.6 
billion. 
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Dairy Supply and Price Policies. Harlow 
Halvorson et al., National Milk Producers 
Federation, 1960, 32 pp. [F.M.] 

This is a courageous, informative, realistic, 
and constructive suggestion for long-run pro- 
duction controls in the dairy industry, which 
would be an adjunct to and not a replacement 
of the present price support program. The 
central tool of supply control would be a two- 
price system: some sort of parity price would 
be paid for a “base” quantity of milk needed 
to satisfy domestic demand; the excess milk 
would be bought at discouragingly low prices. 

Bases would be issued in small units (per- 
haps 100 pounds) and would be subject to free 
trading, so as to avoid the capitalization of 
their value in the price of farms or cows. A 
“base certificate” would thus become a “. . . 
necessary factor of milk production in the 
same manner as cows, land, facilities . . .” 
This makes eminently good sense. 


3. AREA ANALYSIS 


Trends in the Service Trades in the Los 
Angeles Area. Wilbur McCann, Citizens 
National Bank Report, November, 1960, 
8 pp. [W.S.P.] 

This is a thorough but succinct analysis of 
the growth of the service trades in the Los 
Angeles area and covers data for the 1948, 
1954, and 1958 censuses. The presentation in 
the “executive summary” fashion suggests that 
other areas might further marketing growth 
by similar highlight reports. 

Copies of this report are free on request to 
the bank, 457 South Spring Street, Los Angeles 
54, California. 


Community Action for Economic Development. 
C. S. Logsdon, Research Paper 3, School 
of Business Administration, University 
of North Carolina, September, 1960, 
73 pp. [W.S.P.] 


This publication covers economic develop- 
ment at the community level, an area in which 
there has heen much too little written. It pre- 
sents some guidelines for local agencies to use 
in considering, planning, and executing a pro- 
gram for economic development. These are in 
the form of a most practical outline that 
might wisely be adopted by communities facing 
industrialization whether by necessity or by 
choice. Advantages are given but accompanied 
with the disadvantages which tend to be over- 
looked or ignored in the enthusiastic devel- 
opers’ minds. The six appendixes provide 
sources of information for local developers to 
employ. Students of local area or community 
economic growth should find the publication 
worth-while far beyond what might be inferred 
from its modest size. 


Fi 
| 
4 
Vy 
je 
a 


MARKETING ARTICLES IN REVIEW 


5. CONSUMER ANALYSIS 


Racial Differences in Consumption Patterns. 
Marcus Alexis, Business News Notes, Uni- 
versity of Minnesota, September, 1960, 
pp. 1, 4. [B.c.] 

Since the end of World War II there has 
been a growing interest among marketing men 
in the buying habits of the American Negro. 
This curiosity has been stimulated by the con- 
tinuing improvement in the economic status of 
the Negro and the rapid increase in the size 
of the Negro population in many urban centers 
of the nation. 

Among the significant findings of the study 
of Negro-white families of comparable incomes 
were the following: Negroes save more out of 
a given income than do whites with the same 
income; Negro consumers spend more for 
clothing and non-automobile transportation and 
less for food, housing, medical care and auto- 
mobile transportation than do comparable-in- 
come whites; no consistent racial differences 
were discernible in expenditures for either 
recreation and leisure or home furnishings and 
equipment. 


The Changing Customer 1910-1960. Beatrice 
Judelle. Stores, November, 1960, pp. 7-9, 
12, 14, 16-18, 20-22, 24. [J.s.w.] 

The department store of fifty years ago 
served the well-financed matron to the exclu- 
sion of nearly all other segments of the popula- 
tion. The changes brought by the 1920s, and 
later on by the Great Depression of the 1930s, 
are assessed in this tracing of the evolutionary 
process for one type of retailing institution. 
The present status of department store retail- 
ing is equated to the phrase “Merchandise is 
News.” Future trends are predicted by the 
author. Another contribution is furnished by 
Stores to the growing literature of retailing 
and its history. 


Consumer Buying Intentions. Federal Reserve 
Bulletin, September, 1960, pp. 973-976; 

Quarterly Survey of Consumer Buying Inten- 
tions. Federal Reserve Bulletin, Septem- 
ber, 1960, pp. 977-1003. [G.F.] 

The purpose of the Quarterly Survey of 
Consumer Buying Intentions is to provide more 
adequate data on consumers’ intentions and 
attitudes regarding purchases of durable goods, 
and to make such information available more 
frequently than previous annual series. The 
new survey design overcomes criticisms of 
earlier studies. The data are now obtained 
quarterly as a short supplemental question- 
naire to the Current Population Survey and 
administered to one-half of the current popula- 
tion sample (about 17,000 households) the first 
month of each calendar quarter. 
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Refrigerators, washing machines, and televi- 
sion sets account for about one-fifth of con- 
sumer expenditures and as a group have 
shown cyclical fluctuations similar to those for 
all household equipment. Buying plans for 
these appliances, together with automobiles, 
were collected during the first year of the 
study. In 1960 the Survey was expanded to in- 
clude planned and actual purchases of phono- 
graph and radio equipment costing $100 or 
more, air conditioners, clothes dryers, and 
dishwashers, although demand for the latter 
group is less likely to be for replacement pur- 


poses. 

Basically, the test of adequacy of buying 
plans as an economic indicator depends on how 
they move over time in relation to purchases. 
Inasmuch as seasonal factors, exogenous dis- 
turbances (such as the steel strike and the 
introduction of compact cars), and relatively 
stable economic conditions have obscured the 
relationship between plans and purchases, it 
is too early to evaluate the usefulness of the 
new Survey for marketing purposes. 


On the Training of Originality. Irving Maltz- 
man, Psychological Review, July, 1960, 
pp. 229-241. [G.F.] 

The basic problem in the training of origi- 
nality is to devise means of increasing the 
frequency of uncommon behavior. A procedure 
involving the repeated presentation of a list 
of stimulus words in a modified free associa- 
tion situation, accompanied by instructions to 
give a different response to each, produced 
increasingly uncommon behavior. 


Homemakers Use of and Opinions about Eggs. 
Margaret Weidenhamer, Marketing Re- 
search Report No. 405, Agricultural Mar- 
keting Service, U.S.D.A., July, 1960, 77 
pp. [J.K.s.] 

A national survey, conducted in late 1958 to 
provide insight into the influences on egg con- 
sumption in h.useholds, revealed that two out 
of five Americans do not eat eggs regularly 
for breakfast and that a large proportion of 
those who do not eat them regularly simply do 
not like eggs. 

Those who usually eat eggs for breakfast are 
very likely to eat meats and breads also. Re- 
port deals additionally with the use of eggs for 
noon and evening meals, health factors related 
to the use of eggs, awareness of off grades 
and their significance to the homemaker, and 
other factors influencing the consumption of 
eggs in the United States. 


Historical Outline of Housing. Svend Riemer, 
Sociology and Social Research, July- 
August, 1960, pp. 394-401. [W.J.R.] 

Though most consumer goods find their ways 
into the inventories of ultimate households, 
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surprisingly little is written about the role of 
housing in organizing our lives and identify- 
ing emergent dominant values. The author’s 
basic guideline is that the history of housing 
is one of increasing differentiation following 
rises in standards of living. 

Such interesting evolutions as the disappear- 
ance of the parlor in the United States, the 
Herren-Zimmer (room set aside for the hus- 
band) in Germany, the use of double-purpose 
furniture, the “long and narrow lot,” and the 
notion of “quasi-differentiation” all receive 
attention. 

A challenging bibliography containing fre- 
quent references to Scandinavian sources is 
included. 


Customers’ Shopping Patterns in Retail Food 
Stores—An Exploratory Study. Nick 
Havas and Hugh M. Smith, AMS-400, 
Agricultural Marketing Service, U.S.D.A., 
August, 1960, 14 pp. [J.K.s.] 

The retail food industry has undergone ma- 
jor fundamental changes and made substan- 
tial growth during the past 25 years. Neigh- 
borhood stores developed into or were replaced 
by modern supermarkets. As late as 1950, the 
average supermarket had about 10,000 square 
feet of over-all area and less than 4,000 items; 
by 1958 the average supermarket had increased 
to approximately 20,000 square feet of area 
and over 5,000 or more items. This continued 
increase in store size and the variety of mer- 
chandise handled resulted in problems relat- 
ing to the product location and the control of 
in-store shopper traffic. Through in-store stud- 
ies of customer traffic, such as this one, it is 
possible to appraise and influence customers’ 
shopping habits that will result in maximum 
purchases per store visit. 


Whose Responsibility? Mary Tampline, Cartel, 
October, 1960, pp. 118-120. [s.c.H.] 

This article describes an interesting ap- 
proach to the problem of assuring consumer 
satisfaction. Local associations of dry clean- 
ers in thirty-six cities have established arbi- 
tration boards, in co-operation with the Better 
Business Bureaus, to consider consumer com- 
plaints. Similar programs operate in Denmark 
and Holland. 


7. DISTRIBUTION AND 
CHANNELS OF 
DISTRIBUTION 


Automatic Vending Goes National. Printers’ 
Ink, September 2, 1960, pp. 18-22. [J.B.M.] 
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Printer’s Ink presents a special report on 
the status of the vending machine market. 
Sales for the industry, which have doubled 
during the last ten years, are projected to 
reach a $4 billion mark by 1965. Contributing 
to this growth is the development of the auto- 
matic bill changer. The next frontier for the 
machine is the vending of foods. The next step 
will be the entrance of big corporations into 
the field, attracted by the industry’s growth 
potential. 


Marketing Frozen Bread, A Preliminary Re- 
port. Robert V. Enochian, AMS-395, Agri- 
cultural Marketing Service, U.S.D.A., 
August, 1960, 15 pp. [J.K.s.] 

Marketing costs for bread have increased 
rapidly in the past 10 to 15 years. This report 
explores the possibilities of lowering market- 
ing costs by distributing bread as a frozen 
food. Preliminary analysis, using available 
cost data and assuming distribution through 
frozen food channels, indicates a savings of 
2 cents per loaf. 


Stock Control and Automatic Shipments. The 
Voice of the Pharmacist, May, 1960, p. 4. 
[M.M.S.] 

The editor reports numerous abuses of the 
principle of automatic shipments. If some real- 
istic approach is not developed, all manufac- 
turers, even those who have done a good job 
in utilizing the principle of automatic ship- 
ments, will suffer. There is absolutely no obli- 
gation to accept these shipments from each 
and every company. Those companies who 
make returns difficult, whose policies embarrass 
the pharmacist, whose actions show a lack of 
appreciation for the role of the pharmacist, 
certainly do not warrant his co-operation and 
support. 


8. FINANCING 


Construction and Mortgage Credit. Federal 
Reserve Bulletin, August, 1960, pp. 841- 
847. [G.F.] : 

Costs of construction have increased season- 
ally but remained below levels of a year 
earlier. Housing’ occupancy has expanded less 
than the available supply of new and old 
units, and vacancies for the nation as a whole 
are the highest ‘since the end of World War 
II. Hence, total mortgage debt outstanding has 
increased less rapidly than in the correspond- 
ing period a yesyr ago. Moreover, the effect 
of slower amortiyation and smaller downpay- 
ments has been ty lower the rate at which the 
credit buyer increases his cash investment 
during early years of home ownership. 
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MARKETING ARTICLES IN REVIEW 


9. FORECASTING 


A Longer Look at the Sixties. Lee E. Preston, 
California Management Review, Fall, 
1960, pp. 84-93. [W.J.R.] 

Dissenting from the heady predictions that 
the decade of the Sixties will represent un- 
paralleled growth, this author’s examination 
of economic development in the United States 
supports his contention that the Sixties “. . . 
really constitute a serious test for capitalistic 
stability and growth.” 

This conclusion is reached by comparing 
decade growth rates for carefully selected 
GNP’s from 1900 on. GNP per capita compari- 
sons are also made. Using each decade’s growth 
rate for projecting to 1970 results in a pro- 
jected GNP of $874.7 billion in 1958 prices 
using the 1900-1910 decade’s rate compared 
to a GNP of $700.2 billion using the 1950- 
1960 periods. The corresponding comparison 
in GNP per capita shov.s a decline from 
$3924 to $3164 again in 1958 prices. Except- 
ing for the decade of the Forties, this analysis 
shows a persistent circling downward trend in 
U.S. growth rates. 


10. FOREIGN MARKETING 


The U.S. Balance of Payments, 1959-60. Fed- 
eral Reserve Bulletin, October, 1960, pp. 
1095-1101. [G.F.] 


U.S. exports have risen from a low of about 
$15.5 billion to a seasonally adjusted rate of 
$20 billion during the summer of 1960. As a 
result the foreign trade surplus reached the 
highest level in a decade except for late 1956 
and 1957 during the Suez crisis. Despite an 
export surplus on merchandise trade of $5 
billion at seasonally adjusted rates in the 
summer of 1960, the outflow of capital re- 
cently increased very sharply. Net gold and 
dollar transfers were running at an annual 
rate of nearly $3 billion in the second quarter 
of 1960 and increased during the summer. 
Most of the increase in the outflow of capital 
represents a response to the pull of tighter 
credit and higher interest rates abroad com- 
pared with easier credit and low rates in the 
United States. 

If marketers can improve the competitive 
position of U.S. products in both domestic and 
foreign commerce they can contribute materi- 
ally towards achieving financial equilibrium. 
However, rising international liquidity, con- 
tinuing reductions of foreign barriers to U.S. 
goods, and continuing avoidance of inflation 
are also necessary. 


Mass Distribution Soviet-style: No Miracle 
Yet. Calvet M. Hahn. Chain Store Age, 
Grocery Executives Edition, November, 
1960, pp. 142-146. [J.s.w.] 


The Marketing Editor of Chain Store Age 
recently visited in twelve Soviet cities and 
interviewed housewives in four restricted cit- 
ies. This article is a report on his experience. 
Soviet stores compare with the supermarkets 
found in the United States during the late 
1930s. The stores are managed primarily by 
women. While grocery advertising is unknown, 
some out-of-store promotion is carried on. 
Packaging is improving. Perishables are poorly 
handled. It will be interesting to watch future 
developments in Russian retailing. 


Urbanization in the Philippines. Paul F. Cres- 
sey, Sociology and Social Research, July- 
August, 1960, pp. 402-409. [W.J.R.] 

Manila has a population approximately ten 
times greater than that of the next largest 
Philippine city. In 1956 there were 25 char- 
tered cities. Most of them were “overbounded,” 
i.e. with large tracts of agricultural or forest 
lands within their legal limits. For example, 
of Davao, the largest in area with 942 square 
miles and twice the size of Los Angeles, two- 
thirds consists of mountains and forest. 

Economic profits of Manila (population 
estimated at 1,182,000 in 1958) and the other 
five chartered cities with populations in excess 
of 100,000 (Cebu, Iloilo, Bacolod, Zamboanga, 
and Davao) are included. These data provide 
an extremely useful indication of the size of 
the urban Philippine market. 


Selling the British Market? Here’s What Your 
Ad Dollar Buys. Food Business, Septem- 
ber, 1960, pp. 20-21. [J.s.w.] 

An interview between a Food Business edi- 
tor and R. A. Critchley, a British advertising 
executive, explores British food advertising 
media. Interesting observations include: 

1. No commercial radio is available to ad- 

vertisers. 

2. Cinema advertising provides a fruitful 
medium for food advertising. 

8. Outdoor is still important although plan- 
ning laws have reduced the number of 
boardings (billboards). 

4. Television and newspapers are the domi- 
nant British media. 

5. Women’s magazines (weekly) may be the 
best spot for food advertisers. 


Shopping by Proxy. Australia-New Zealand 
Bank Quarterly, October, 1960, pp. 7-11. 
[F.M.] 

This is a review of the operations of “arm- 
chair shopping” in Australia. The traditional 
advantages of the mail order retailing are 
related to rural living. Yet, mail crdering is a 
form of discounting, and ip this sense the 
institution has great future in serving urban- 
ized populations as well. 
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Costs and Prices in Launderettes. T. Kempner, 
The Journal of Industrial Economics, 
June, 1960, pp. 216-230. [s.c.H.] 

This study of British coin-operated launder- 
ettes found that unit costs decreased rapidly 


up to 50 per cent of capacity utilization rate, ° 


and then declined less steeply with further 
increases in output. Prices are uniform at 2s 
9d per wash. There are no attempts to match 
marginal costs and marginal revenues be- 
cause: horizontal agreements exist on prices; 
equipment supplier restricts entry; fear of 
domestic competition inhibits interest in rais- 
ing prices to higher levels; the operators be- 
lieve that demand is quite inelastic downward; 
and the present arrangement provides satis- 
factory incomes for the operators. 


The Fress of Thailand: Conditions and Trends. 
Albert G. Pickerell, Journalism Quarterly, 
Winter, 1960, pp. 83-96. [w.L.] 


Customs and mores, paternalistic govern- 
ment, and political apathy are factors which 
shape newspapers in Thailand. There is lack 
of professional standards and accuracy. Princi- 
pal papers, recent trends, and history of gov- 
ernmental controls are reviewed. 


The Market as a Factor in Economic Growth. 
William C. Frederick, The Southwestern 
Social Science Quarterly, June, 1960, pp. 
63-71. [W.J.R.] 

Because none of the major underdeveloped 
nations have left their economic aspirations to 
the free play of market forces, apparently the 
market system is inadequate for the task of 
economic growth desired in underdeveloped re- 
gions. Frederick illustrates this contention by 
example from Karl Polanyi and Gunnar Myr- 
dal, and then relates elements in the broader 
“noneconomic” sphere of human action to 
economic theory. He proposes an integration 
of technological process and historical con- 
tinuity between earlier economic systems and 
the market-dominated economy to meet the 
requirements of economic growth and develop- 
ment. 


Boom Ahead In World Trade. Arno H. John- 
son, International Advertiser, August, 
1960, pp. 5, 6, 12-15. [0.P.a.] 


This is a detailed substantiation of the 
causes and effects of the world trade boom 
which can be expected in the decade ahead, 
which would bring about a rate of change in 
world standards of living beyond anything ex- 
perienced previously. The discretionary spend- 
ing power potential of the U.S. population is 
expected to be up 83 per cent by 1970, and it 
will have much influence on the economy of the 
United States and overseas nations. The in- 
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crease in productivity and income throughout 
the world can boost real purchasing power 
only if there are expanded markets for the 
new goods and services. The creation of the 
demand will require an expansion of adver- 
tising’s role in stimulating new consumption. 
Figures and charts are included to support 
these conclusions. 


The Three-Way Struggle of Press, Radio and 
T.V. in Australia. Hugh Elliot, Journa- 
lism Quarterly, Spring, 1960, pp. 267-274. 
[W.L.] 

The controlling interest in Australian tele- 
vision is in the hands of newspapers. Yet the 
advent of T.V. is having an adverse effect on 
circulation of newspapers, and radio stations 
are losing listenership. Newspapers are fight- 
ing with more sensationalism. This is leading 
to increased criticism by political leaders. 


International Advertising Expenditures. Re- 
search Committee of the International Ad- 
vertising Association, International Ad- 
vertiser, August, 1960, 31 pp., insert. 
[0.P.A.] 

This is a pioneering study of expenditures 
on advertising and sales promotion in 19 
countries of the free world. The ultimate ob- 
jective is to secure annual data for all mar- 
kets, with breakdowns for top media and prin- 
cipal industry classifications. 


Advertising in Japan Is “Iwato Keiki.” William 
H. Hemp, International Advertiser, Sep- 
tember, 1960; pp. 7-11, 20-22. [o.P.a.] 

In Japan advertising expenditures increased 
from $9 million in 1948 to $404.5 million in 
1959. This phenomenal growth is due to: (1) 
rise in consumer income, (2) stabilization of 
commodity prices after 1954, and (3) changes 
in consumer behavior that boosted the desire 
for a life with room for recreation and 
pleasure. 

Because 93 per cent of the population are 
literate, newspapers are a particularly power- 
ful medium. In Tokyo alone, more than 5 
million newspapers are distributed every day. 
Basic statistics on other advertising media are 
included in this article. 


Media Selling and the Japanese Advertising 
Agency System. Ryozo Sanada, Interna- 
tional Advertiser, September, 1960, pp. 
12-13. [0.P.A.] 

A key difference between the advertising 
agency business in America and Japan is that 
a western agency usually does not work for 
competing accounts. Few Japanese advertisers 
like to give all their business to one agency. 
Japanese agencies also act as financing com- 
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panies, because they generally pay media 
within 30 days, whereas the client may not 
pay the agency for 60 to 90 days, or even 
longer. 


11. GOVERNMENTAL 
RELATIONSHIPS TO 
MARKETING 


Symposium on Restrictive Practices Legisla- 
tion: Economic Analysis and Public 
Policy. J. Wiseman; The Lawyer’s Point 
of View. A. Lloyd; Some Economic Con- 
sequences. J. B. Heath; The Economic 
Journal, September, 1960, pp. 455-484. 
(G.F.] 


Wiseman argues 1) that public policy must 
be concerned with a plurality of aims but that 
economists seek to make “scientifically pure” 
statements about social welfare, and 2) that 
welfare economics has logical flaws which make 
it a dubious guide to public policy even if 
“Paretian Optimum” conditions prevail. The 
welfare model fails to deal with the existence 
of time and uncertainty because it is con- 
cerned with long-run static equilibrium. There- 
fore, welfare criteria cannot be applied to 
British restrictive practices legislation. 

The Restrictive Trade Practices Act of 1956 
provides for agreements with defined charac- 
teristics to be registered, and, if not discon- 
tinued, referred to the Restrictive Practices 
Court for a decision as to whether they are 
contrary to the public interest. For a restric- 
tion to be considered not in violation of the 
public interest it has to be demonstrated that: 
1) restriction confers certain benefits or that 
removal would cause damage (gateway escape 
clause); 2) importance of a benefit or damage 
likely to result is great enough for restriction 
to be “not unreasonable” (tailpiece escape). 

The lawyer’s point of view expressed by 
Anthony Lloyd is that the court is supplied by 
“expert lay witnesses” (including economists), 
that courts sit in “balancing operations” in 
many spheres every day, and that certain 
evasions of the act are being attempted, notably 
“open price” agreements. He believes that it 
is necessary to have a more effective penalty 
for not registering restrictive agreements. 

Economic consequences in the form of “Open 
Price” agreements are compared to American 
experiences by J. B. Heath. The effect of the 
exchange of price information is analyzed with 
the somewhat surprising conclusion that under 
oligopolistic conditions the effective number of 
rivals is increased because of reduced uncer- 
tainty as to relevant prices. Businessmen em- 
phasize frequently the stabilizing influence of 
open price systems and the reduction of un- 
certainly. However, more informed decisions 


are not necessarily more socially desirable be- 
cause collusion becomes easier—at least in 
American experience. A solution advocated by 
the writer is that open pricing agreements 
should conform to a set of principles which 
would permit useful exchanges to continue 
subject to scrutiny of public investigation by 
the Monopolies Commission. 

The regulation of pricing agreements is 
evidently no more subject to easy enforcement 
in Great Britain than in the United States. 
Business observers may watch with interest 
the efforts being made to enhance the vitality 
of competition by enforcement of the Restric- 
tive Practices Act on the one hand and by pro- 
viding more complete market information on 
the other. English experience thus far confirms 
the American view that gains in the form of 
wiser decisions must be weighed against the 
increased likelihood of collusion. 


Retail Competition and Trading Stamps. L. J. 
Barber, The Business Quarterly, Fall, 
1960, pp. 158-154. [s.c.H.] 


The Canadian federal code includes a 1905 
act, strongly supported by the Retail Mer- 
chants’ Association, that casts considerable 
doubt on the legality of trading stamps; and 
several of the provinces have adopted or are 
considering prohibitory legislation. The author 
argues that the market place is a better cri- 
terion of the desirability of stamps than is 
the legislature. 


Why Can’t We Learn to Be Loved? Theodore 
Levitt, Oil and Gas Journal, November 
21, 1960, pp. 134-137. [G.c.s.] 


Why does the petroleum industry play the 
role of a congressional and newspaper whip- 
ping boy? After examining and dismissing 
such reasons as politics, industry or company 
size, and tax treatment, the author suggests 
four other causes: gasoline is a non-substitu- 
table product which may detract from a motor- 
ist’s freedom; it does not normally stimulate 
the consumer’s senses the way other products 
do; the Texas Oil Man image persists 50 years 
after other industries left this era; and the in- 
dustry’s defenses are based on inconsistent 
arguments: for instance, while government 
regulation is censured, import quotas are being 
sought. 


A New Ruling on State Use Taxes. Robert S. 
More, Carroll Business Bulletin, August, 
1960, pp. 90, 91. [B.c.] 

A recent decision by the United States Su- 
preme Court created a significant precedent in 
the use tax field in the specific area of imposi- 
tion of tax collecting requirements on out-of- 
state vendors. 
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The case, Scripto v. Carson (80 S. Ct. 619, 
March 21, 1960), involved a Georgia seller who 
solicited sales in Florida by employing the 
following methods. The vendor obtained orders 
for Scripto writing instruments in Florida by 
the use of brokers. The contract between the 
vendor and the brokers designated the brokers 
as independent contractors. (The lower courts 
had declared the brokers wholesalers or job- 
bers.) The brokers had no authority to make 
collections or incur debts for the Georgia ven- 
dor. Orders received by the brokers were sent 
directly to the Georgia vendor for acceptance 
or refusal. If accepted, the sale was con- 
summated in Georgia. Usually no money was 
passed between the brokers and the purchasers. 
The Georgia vendor did not own, lease, or 
maintain any office, distributing house, ware- 
house, or merchandise in Florida and did not 
maintain any employees or agents there. 

Despite such an arrangement, the State of 
Florida charged that the absentee vendor has 
“sufficient jurisdictional contacts in “Florida” 
and, therefore, by virtue of the Florida statute 
had to collect and remit the use tax on its 
sales there. 

The vendor contended it had sufficiently in- 
sulated itself and its activities to be exempt 
from the hazards of “doing business” within 
the tax levying state. 

The Supreme Court agreed with the conten- 
tion of the State of Florida. The Court ruled 
that merely tagging the broker-salesman as 
“independent contractor” did not result in 
changing his function of local solicitation in 
Florida. The Court felt that there was a suffi- 
cient nexus between the State of Florida and 
the transactions which it sought to tax to give 
Florida the taxing power it claimed. It also 
held that while no state can tax the privilege 
of doing interstate business, the use tax was 
not such a burden on interstate commerce. 


Economic Issues in the duPont-General Motors 
Case. Alfred Nicols, The Journal of Busi- 
ness, July, 1960, pp. 227-251. [s.c.H.] 

This is a criticism of the Supreme Court’s 

decision that duPont’s acquisition of General 
Motors’ stock violated the anti-merger provi- 
sion of the Clayton Act. Nicols believes that 
the acquisition was primarily an investment, 
not a means of obtaining control. Also, the 
Court’s definitilon of the relevant market, 
“automobile fabrics and finishes,” was overly 
narrow, since other paint and fabric suppliers 
and users were competitive with the duPont- 
G.M. market. Finally, the crucial issues con- 
cerning vertical integration were ignored by 
the government and the Court, since non-com- 
petitive results in the G.M.-duPont transactions 
could be supported only as a result of monop- 
oly power at the final seller level. Divestiture 
will not affect such power. 
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12. HISTORY AND TRENDS 


The History of the Common Market. Leopold 
Kohr, The Journel of Economic History, 
September, 1960, pp. 441-545. [w.J.R.] 

Beginning in 1831 the first “significant” 
international common markets emerged: those 
of the Prussian Customs Union and the Ba- 
varian Customs Union. These joined their econ- 
omies in 1833 to form the German Zollverein 
which demonstrated how the advantages of 
economic integration could be achieved without 
the surrender of political independence. From 
this success came many other common-market 
arrangements. 

Recurring attention is placed upon the 
hypothesis that such customs unions or com- 
mon markets work better without political 
union. To substantiate this, the author points 
to the still flourishing economic unions between 
Luxemburg and Belgium (1921) and Liechten- 
stein and Switzerland (1923), and the rela- 
tively unsuccessful unions based on the politi- 
cal aspirations of peace treaties. 

Chronological development of four important 
common markets are shown in diagram form 
in an appendix: the German Zollverein, the 
Austrian Customs Union System, the South 
African Customs Union System, and the Hol- 
stein Customs Union. These are followed by a 
common markets map showing common market 
plans laid down in formal treaties, the cur- 
rently existing common markets, common mar- 
kets formally negotiated but never brought to 
execution, and past customs unions. 


Henry Ford: Inventor of the Supermarket? 
Stanley C. Hollander and Gary A. Mar- 
ple, East Lansing, Bureau of Business 
and Economic Research, Michigan State 
University, (Marketing and Transporta- 
tion Paper No. 9), 1960, 54 pp. [W.s.P.] 


In 1919 Henry Ford established the first of 
a series of industrial commissaries that quickly 
developed into modern mass marketing insti- 
tutions. In 1926 over $6,000,000 worth of meats, 
groceries, drugs, and dry goods were retailed 
in the Highland Park (Michigan) store alone, 
at an expense rate of only 7% per cent, even 
after allowing for a fair share of corporate 
overhead. The low expense rate resulted from 
highly economical merchandising and operating 
techniques. The general public was formally 
admitted to the stores that year, sparking a 
boycott of Ford cars and trucks throughout the 
country. As a result of retailer pressure the 
stores were again restricted to Ford em- 
ployees. The present history relates the devel- 
opment of the commissaries to Ford’s ideas on 
vertical integration, distribution, and labor 
relations. 
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ABC and SRDS: The Evolution of Two Spe- 
cialized Advertising Services. Kenneth H. 
Myers, The Business History Review, 
Autumn, 1960, pp. 302-326. [s.c.H.] 

Professor Myers points out that “the Ameri- 

can economic environment seems to have pro- 
vided both motivation and opportunity for the 
introduction of a wide variety of highly spe- 
cialized service institutions without which the 
broader forms of economic activity, such as 
advertising in general, would have great diffi- 
culty in functioning.” This study traces the 
development of two such institutions: the 
Audit Bureau of Circulations (a co-operative 
activity of the advertising industry) and the 
Standard Rate and Data Service (the result 
of individual entrepreneurial activity). It 
shows how the existence of a reporting service 
such as SRDS was conditioned upon the avail- 
ability of valid information, such as that pro- 
vided by ABC. 


13. INDUSTRIAL MARKETING 


Henry J. Kaiser: Builder, Dreamer, Super- 
Salesman. Lawrence M. Hughes, Sales 
Management, November 4, 1960, pp. 35- 
39, 86, 88-89. [W.J.R.] 

A deserved eulogy to the founder of a still 
growing industrial empire. A review of HJK’s 
career interlaced with his homespun homilies. 


Your Guide to the New Industrial Markets. 
Thomas Kenny, Dun’s Review and Modern 
Industry, July, 1960, pp. 46-55. [R.L.c.] 

Important shifts in the nation’s chief manu- 
facturing centers, as defined by Dun’s Review 
and Modern Industry, are pointed up in an 
analysis of the recently-completed U. S. Census 
of Manufactures, the first detailed count of 
industry’s plants in four years. 

In this study Mr. Kenny has grouped Census 
county figures in realistic and practical selling 
territories. Rankings are by value added by 
manufacturing, considered the best indicator 
of relative economic importance. 

Most of the fast growth is showing up in the 
Far West, South Atlantic, and South Central 
States. On the West Coast, nine out of ten of 
the industrial markets are outpacing the na- 
tional growth rate; and while some of these 
are not yet among the giants, their growth 
rate may put them there before anyone ex- 
pected. 

Included in this article is a guide to the top 
100 industrial markets by regions, a list of the 
100 top markets rated by percentage of U. S. 
total of value added by manufacture, and a 
map in color showing these markets. 


14. MARKETING 
MANAGEMENT 


Alternative Profit Criteria. D. M. Lamberton, 
The Quarterly Journal of Economics, 
November, 1960, pp. 635-640. [W.J.R.] 

Some of the complicating features of using 
the concept of satisfactory profits for analysis 
purposes rather than maximum firm profits are 
considered. Definition of profit and profit tar- 
get in precise terms is one obstacle. Experience 
over time precipitates changes in one or the 
other which leads to new relationships being 
set up. Another difficult-to-measure concept is 
the “nature of the particular institution” since 
each is unique. 

A number of alternative objectives to profit 
maximization are identified. Short-run con- 
cerns might be the preservation of a market 
share within limits, selling through particular 
distributive outlets, opposing or encouraging 
labor organization, limiting the number of 
products, maintaining a high level of liquidity, 
and relying upon internal finance for all re- 
placement investment. Long-run policies might 
be concerned with selection of most profitable 
fields for investment, alternating growth, and 
consolidation survival. 

Since insufficient knowledge now exists for 
building a generalized behavioral model of the 
firm, profit needs to be explained in institu- 
tional terms. 


Why Modern Marketing Needs the Product 
Manager. Printers’ Ink, October 14, 1960, 
pp. 25-30. [7.E.M.] 


The marketing concept implies that the mar- 
keter is responsible for the ultimate form in 
the process of product development. The mar- 
keter has adopted the philosophy that products 
should be consumer-oriented to give satisfying 
form. To implement the idea, the position of 
product manager has been created in manufac- 
turing organizations. The reasons for the prod- 
uct manager’s existence are threefold: (1) 
“Concentrated fire power in each market seg- 
ment, through centralized planning responsi- 
bility,” (2) “Greater efficiency through greater 
liaison and co-ordination,” and (3) “Increased 
profitability, through savings from improved 
efficiency and a stronger position in the mar- 
ket.” Three case examples of the use of prod- 
uct managers are presented in the report. 


Rationalizing the Intake of Information. A\)- 
fred de Grazia, The American Behavioral 
Scientist, September, 1960, pp. 36-37. 
[W.J.R.] 

Intellectuals need a better set of intake 
skills or an improved receiving system to ra- 
tionalize the increasing flood of information. 
To channel and direct information efficiently 
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from the 60 billion pieces of mail delivered 
yearly, the several thousand new book titles 
yearly, and the 15,000 periodicals will require 
some combination of instruments for screen- 
ing, viewing, tape-recording, scanning, index- 
ing, prescribing, and communicating. 

A fee-supported prescription service is en- 
visioned by which subscribers might receive 
weekly packets of appropriate materials ac- 
cording to a preset interest formula. Alleged 
benefits of this enriched mental nourishment 
plan might include a decline in “newspaper 
narcosis” in addition to greater productivity. 


How Monsanto Measures the Value of Its 
Marketing Activities. Edmund Green, In- 
dustrial Marketing, September, 1960, pp. 
39-42. [J.E.M.] 

Marketing productivity can be measured by 
determining how many dollars of sales are pro- 
duced by each dollar of marketing cost. Such 
a ratio, if continuously used, will be a helpful 
guide to marketing management. The ratio in- 
corporates both input and output, indicating 
the relationship between the two. The ratio may 
then be controlled by encouraging the market- 
ing manager to ask how many dollars of sales 
will result from the expenditure for a given 
marketing activity. Such questioning will per- 
mit each element to play its proper role in the 
marketing mix. 


Healthy Sign: New Products Down, New En- 
tities Up. Paul deHaen, Medical Market- 
ing, February, 1960, p. 3. [M.M.s.] 

In 1959 the trend indicated that the drug 
industry was being more selective in the mar- 
keting of products, says the author. New prod- 
uct introductions in 1959 fell off to 315 from 
the 370 of 1958. Except for 1952 (when 314 
bowed in), this is the lowest figure in the last 
decade. Companies introducing new products 
totalled 106—a drop of 20 from the previous 
year and the low-water mark since 1954. 
Sixty-three new chemical entities were made 
available in 1959—the largest number by far 
during the ’60s. This is an encouraging sign 
for the industry’s future growth. Both dupli- 
cate single products and compounded products 
dropped substantially. Thirty-six firms which 
marketed new products in 1958 failed to put 
out any in 1959. But 16 other manufacturers 
reversed this procedure. 


Blueprint for Success: Product Planning. A. 
Zobel, Medical Marketing, May, 1960, p. 
23. [M.M.S.] 

Difference between product development and 
product planning is discussed. Product plan- 
ning must be profit planning to a large degree. 
Product planning has to pull together all the 
ingredients of a successful product: technical 
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development, timing, co-ordination and long- 
range planning. Product planning should work 
through, with and for other departments. The 
planner should not try to do everything him- 
self; instead he should know where to turn 
for expert assistance; he should know how to 
pick other people’s brains. 


Marketing: Key to Everything. Food Business, 
October, 1960, pp. 34-38. [J.s.w.] 

At the mid-year meeting of the Grocery 
Manufacturers of America group, the market- 
ing concept was scrutinized by a panel of 
leading executives in the food field. This article 
is an abstract of the remarks made by the fol- 
lowing persons (titles of their talks are in- 
cluded) : 

Lee S. Bickmore, President, National Bis- 
euit Co., Frontrunners: Market-Conscious 
Companies. 

Richard N. Courtice, Marketing Manager, 
Kraft Foods, Blueprint for Marketing. 

Kahl, Robert E., How the Marketing VP 
Operates. 

James E. Marler, Jr., Vice President, Stand- 
ard Brands, Inc., Building the Marketing Team. 

Frank Armour, Jr., President, H. J. Heinz 
Co., Top Management Looks at Marketing. 

Reading these abstracts should whet the ap- 
petite of many marketing practitioners and 
advertisers. Complete text of the presentations 
may be obtained by writing the Grocery Manu- 
facturers of America, 205 East 42nd Street, 
New York 17, New York. 


Little Oscar and His Penchant for Profits. 
Stuart Shryer, Food Business, September, 
1960, pp. 28-31. [J.s.w.] 


A detailed analysis of the operations of a 
meat packing firm which is considerably more 
profitable than its bigger competitors. The 
Mayer organization relies on control of quality, 
management, packaging, and selling to achieve 
its enviable position. In 1949 the firm shifted 
its principal orientation from production to 
marketing—the “marketing concept.” Most of 
the article is a testimonial to the success of 
the move. Emphasis on corporate identity in 
an industry where such a philosophy is rare 
in management thinking is also an important 
factor in the success pattern. 


Cost Reduction and Profit Improvement. Ma- 
chinery and Allied Products Institute, 
Washington, D.C., October, 1960, 67 pp. 
[D.J.L.] 

This booklet presents the descriptions of cost 
reduction programs in each of five major 
phases of business operations, given in a MAPI 
conference held in April, 1960. Discussion 
among the attending executives, following these 
talks, is also included. Each of the papers de- 


ge 
{ 
4 
aie 
3 
| 
4 


tails specific programs of the particular ex- 
ecutive’s company, each from some phase of 
machinery or machine tools industries. 

This little volume should be one of the popu- 
lar numbers among the many MAPI publica- 
tions because of the timely interest in meeting 
the profits squeeze. One would hope, of course, 
that this popularity will transcend the current 
recession in the interest of the general eco- 
nomic welfare and long run importance of busi- 
ness efficiency. The approaches and methods 
described represent generally intelligent man- 
agerial philosophies rather than crisis manage- 
ment of costs. Most appear to be of value to 
companies outside of industrial goods areas. 


What’s the Status of Mathematical Market- 
ing? Sales Management, July 1, 1960, pp. 
25-27, 66-70. [W.J.R.] 

Mathematical marketing is described as 
emerging from the laboratory with the fore- 
cast that by 1965 the use of mathematical 
analysis for logistical predictions in market- 
ing will be “widespread.” Further, if the 
executive doesn’t work directly with the com- 
puter in five years, he surely will in ten. 

In addition to such heady predictions, the 
article points up some of the obstacles to 
quicker reception, the growing use of such 
analysis as well as areas where computers can 
effectively be used in marketing. 

A quick look is taken at the four basic types 
of equations used in making marketing models 
that are reported upon in the book An Analyti- 
cal Approach to Advertising Expenditure 
Strategy recently released by the Association 
of National Advertisers. They are 1) defini- 
tional equations of exact relationships; 2) 
technological equations which deal with physi- 
cal processes; 3) behavioral equations which 
try to identify how customers, employees, and 
competitors will respond to a given stimulus; 
and 4) institutional equations involving com- 
pany policy, government and other constraints 
on marketing. The behavioral type of equation 
is identified as the only one not yet capable 
of being satisfactorily formulated. 


How an Executive Makes Up His Mind. Perrin 
Stryker, Fortune, April, 1960, pp. 151-153 
seq. [W.T.K.] 

A chapter from a forthcoming book on ex- 
ecutive qualities, The Men from the Boys, this 
article deals with the processes of decision- 
making. Although fictional, the situations pic- 
tured are drawn from real life and give a 
splendid delineation of the kinds of problems a 
typical company president faces, and how he 
makes up his mind what to do. 

The article points out that skilled decision- 
making involves a knack of knowing what 
questions to ask about a given problem. The 
range and nature of the questions asked by the 


president are revealing. Some are quite unex- 
pected. We see the course of the executive’s 
thought processes as he probes all angles. of 
the problem, and jells it into a decision. We 
note that he seldom feels that he has enough 
information to make an ideal decision, or suffi- 
cient time to form mature impressions. The 
degree to which hunch or intuition enter into 
the process is skillfully brought out by Stryker. 
This piece would be a good supplemental 
reading for a marketing management course. 


A Moral to the Direct-Costing Controversy. 
David Green, Jr., The Journal of Busi- 
ness, July, 1960, pp. 218-226. [s.c.H.] 

Research and development costs and adver- 
tising and marketing expenditures ought to be 
capitalized over the period in which they are 
expected to yield benefits, rather than treated 
as current expenses during the year of expendi- 
ture. This would improve analysis of the busi- 

ness operation, and, incidentally, would be a 

helpful corrective to statements concerning 

industrial gross profits such as are being made 
in the current Senate investigation of drug 
profits. 


Consolidated Foods: All Over the Lot. Carl 
Rieser, Fortune, June, 1960, pp. 139-143 
seq. [W.T.K.] 

Thirty-two companies went to constitute 
Consolidated Foods, a large ($430 million an- 
nual sales) aggregation of both horizontally 
and vertically integrated firms whose structure 
seems so complex that one wonders how they 
can ever be administered effectively. It has 21 
operating divisions and subsidiaries. These fall 
into three functional groups: wholesaling ac- 
counts for 37 per cent of company volume; re- 
tailing, 35 per cent; and manufacturing 28 per 
cent. 

The paradoxes of Consolidated Foods are 
many. It is at the same time a processor, whole- 
saler, retailer, broker, distributor, and ex- 
porter. Its processor divisions sell some prod- 
ucts to other processors who in turn sell their 
products to Consolidated’s wholesale and re- 
tail outlets. Its Piggly-Wiggly retail chain in 
Chicago competes with several voluntary 
chains sponsored by Consolidated. The prob- 
lem of keeping all these diverse activities in 
balance is difficult but not insuperable, accord- 
ing to Chairman Nathan Cummings. Con- 
solidated has increased sales by 160 per cent, 
and has expanded assets from $44 million to 
$121 million since 1950. It earned about 9 per 
cent on the corporation’s net worth in 1959. 


Industry’s Secret Sales Weapon. Melvin Man- 
dell, Dun’s Review and Modern Industry, 
September, 1960, pp. 32-34. [R.L.c.] 

This report states that business executives 
in the transportation, metals, rubber, paper, 
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chemicals, machine tools, electrical machinery, 
railroad equipment, and oil industries told 
Dun’s Review editors of their concern over the 
steady rise in reciprocal pressures matching 
the rise in competition. 

Increased competition is not the only reason 
reciprocity is spreading, however. It is also 
being stimulated by the steady growth and the 
highly diversified manufacturing corporations: 
more purchasing power in more divisions 
means greater “leverage” for practicing reci- 
procity. 


The Decade of Incentive. (New York: Market- 
ing Communications Workshop, McCann- 
Erickson Inc., 1960), 64 pp. [0.P.A.] 

Written in five languages, this report por- 
trays the scope and shape of markets expected 
to open up to countries of the free world in the 
next ten years. Thirty-three charts accompany 
the text and provide information on trends for 
population, national output and growth of mar- 
kets for the free world’s leading areas and 
countries. 

The thesis of this presentation is that the 
challenge of the Fifties was a production 
challenge; that of the Sixties is a marketing 
challenge. With demand for the essential com- 
modities of life now reasonably satisfied in 
large sectors of the free world, markets for 
relatively non-essential goods and services are 
likely to develop at an accelerating rate. 


15. MARKETING 
EDUCATION 


Education for Business Administration. John 
G. B. Hutchins, Administration Science 
Quarterly, September, 1960, pp. 279-294. 
[W.L.] 

This study reviews very briefly the major 
findings of the Gordon and Howell, and Pier- 
son reports. The reviewer does not take issue 
with the reports. Rather, he investigates 
“several far-reaching issues that the studies 
raise by implication but do not explore.” The 
issues examined are: 

1. What are the implications of the findings 
on competitive positions of schools of busi- 
ness? 

. Is administration a different art than en- 
trepreneurship? 

. How is the present vogue in education 
for business administration related to the 
U. S. economic structure? 

. What is the impact of business educa- 
tion on economic growth? 

. Are the programs presented in the reports 
well designed? 
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Retailing Executives Rate College Courses. 
Karen R. Gillespie, Journal of Retailing, 
Fall, 1960, pp. 163-173. [s.c.H.] 

Two groups of successful retail executives 
were asked to rate the desirability of a long 
list of college courses as training for retail 
careers. One group, alumni of NYU’s M.S. in 
Retailing program, rated specialized retailing 
courses considerably higher than did the sec- 
ond group, chosen without regard to educa- 
tional background but consisting primarily of 
liberal arts and business administration gradu- 
ates. Human Relations (with emphasis upon 
retailing and/or general business), Merchan- 
dising Mathematics, Business English, Sales- 
manship, Economics, Retail Buying, Retail 
Store Operation, Marketing, Retail Personnel 
Administration, Retail Sales Promotion, Ac- 
counting and Management, in that order, were 
the leading choices of the combined groups. 


16. MERCHANDISING 


Canned Soft Drinks—Bubbling Over at Last? 
Food Business, November, 1960, pp. 24- 
27. [J.8.W.] 

In 1959 the sales of canned soft drinks in- 
creased 37 per cent, and the upturn apparently 
is continuing. Every major soft drink brand is 
now appearing in cans somewhere in the 
United States. Although this packaging inno- 
vation has been rather slow to catch on, it 
seems that the obstacles are being gradually 
removed. Promotional efforts by the suppliers 
of cans have assisted in the drive for increased 
sales; distribution and consumer acceptance 
appears to be improving. Other probems are 
explored, and the future of the industry is 
analyzed. 


Fruit Merchandising Experiments. Douglas J. 
Dalrymple. (Ithaca, New York: Cornell 
University Agricultural Experiment Sta- 
tion, 1960), 30 pp. [J.s.w.] 

This report is a summary of 14 separate 
merchandising studies conducted over a two- 
year period running from June 1958 through 
June 1960. Three kinds of fruit were in- 
volved: apples, cherries, and peaches. Apple- 
sauce was given special consideration. Test- 
ing techniques employed included experiments 
in the display of fruit, use of trading stamps, 
multiple pricing, multiple packaging, and con- 
sumer preference studies. Both fresh and 
canned fruits were included in the merchan- 
dising studies. 


The Anatomy of a Promotion. Super Market 
Merchandising, November, 1960, pp. 74- 

76. 
This article is an attempt to dispel a common 
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belief on the part of buyers that suppliers put 
new products on the market without adequate 
research preceding their introduction. The 
promotional campaigns for two new flavor 
additions to the Junket Rennet Powder and 
Danish Dessert lines of the Salada-Shirriff- 
Horsey’s product line are traced step-by-step. 
The detailed planning involved is quite im- 
pressive. 


Displaying Fruit in Various Types of Pack- 
ages and in Bulk—Costs and Effects on 
Quality and Sales. Nick Havas, Peter L. 
Henderson, Chester S. Parsons, and Paul 
Shaffer, AMS-391, Agricultural Market- 
ing Servee, U.S.D.A., August, 1960, 22 
pp. [J.K.s.] 

Self-service in the produce department con- 
tinues to gain in importance. Such merchandis- 
ing practices leave the product to sell itself 
on its visible merits. Therefore, to maximize 
sales, each produce itern has to be displayed 
in the type of package that will best reveal 
its attractiveness. In addition, the package 
must provide the product protection to main- 
tain quality and economy to minimize cost. 
This study indicates that the use of packaging 
can result in increased produce sales and that 
there are important differences among pack- 
age types with respect to cost and quality 
maintenance characteristics. 


The Flood of New Items. Calvet M. Hahn, 
Chain Store Age, Grocery Executives Edi- 
tion, October, 1960, pp. 81, 84, 94, 96. 
[J.8.W.] 

Through the discontinuance of items in store 
stock, the typical chain supermarket manager 
will have room this year for the addition of 
355 new products. During the year, however, 
he will add 415 items. The problem is simply 
one of where to place the 60 surplus items. 
Moreover, the new items must be selected from 
an estimated 6,000 new items, brands, and 
sizes submitted annually to the buyers of 
bigger chains. The rate of new items appear- 
ing on supermarket shelves is apparently ac- 
celerating. Baking mixes and juices are gain- 
ing most rapidly in the battle for greater shelf 
space allocation. 


New Product With a Mission. Stuart Shryer, 
Food Business, September, 1960, pp. 15- 
17. [J.8.W.] 

Dow Chemical has been trying to move into 
the consumer product field in recent years. 
Its latest venture is Handi-Wrap which is 
called the “successor to wax paper.” This 
article explains what the product is, and, more 
importantly, traces the steps followed in prod- 
uct planning and testing before its introduc- 
tion. How the product is to be promoted is 
also described. 
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Eliminate the Guesswork in Package Re- 
design. Stephanie Imbros, Food Business, 
September, 1960, pp. 40-41. [J.s.w.] 

A short yet interesting case history tracing 
how—and why—one company redesigned its 
package. The Atlantic Brewing Company 
wished to convey the feeling to consumers 
that Champagne Velvet Beer was of high 
quality. While the name did convey this idea, 
the label design was found to suggest strength, 
rawness, crudeness, and hardness. The new 
label overcame this unfavorable image. 


Convenience Is King. Modern Packaging, No- 
vember, 1960, pp. 93-99. [J.E.M.] 

A comprehensive survey of convenience as 
applied to today’s packages is presented in 
this article. Two types of convenience are 
covered: (1) the convenience of product use, 
such as pre-cooked frozen foods, which puts 
special demands on the packaging and, (2) 
the convenience of the package itself, such as 
pour spouts and twist-type caps. The twelve 
ways to convenience discussed are similar to 
the ten presented a few years back by Charles 
G. Mortimer of General Foods. Various pack- 
age developments are used to illustrate the re- 
marks. 


17. PRICING AND PRICE 
POLICIES 


Wide Area Pricing—What It Means to Mar- 
keters Today, and What Esso’s Area Pric- 
ing System Is Doing to the Carolinas. 
National Petroleum News, November 1960, 
pp. 98-109; and December, 1960, pp. 100- 
104. [G.c.s.] 

Pricing gasoline on a wholesale basis over 
an entire trading area is again being tried by 
Mobil and Esso oil companies in an effort to 
achieve a stable price high enough to support 
suppliers, distributors, and dealers. The plans 
are prompted by continuing price weaknesses 
in many areas which have resulted in un- 
equal treatment of service station dealers, a 
complex and costly system of administering 
allowances, and extensive product cross-haul- 
ing from low-price to high-price areas. 

Mobil’s plan has so far tended to stabilize 
all gasoline prices in Boston (a chronic price- 
war area), and resulted in more limited im- 
provement in Providence, R. I., Buffalo, N. Y., 
and Seattle, Washington. Esso Standard’s 
pricing system experiment in North and South 
Carolina, has also resulted in more stable re- 
tail prices. Major problems in administering 
this type of system are discussed, 
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Compact and Foreign-Car Price Comparisons. 
Allen F. Jung, Journal of Retailing, Fall, 
1960, pp. 150-156. [8.c.H.] 


Similar in methodology to other studies of 
automobile prices the author has conducted 
during the last few years, this analysis of 
prices, quoted in the Chicago area, for Ram- 
bler, Lark, Renault, and Volkswagen cars 
found the Rambler dealers offering discounts 
averaging 13.9 per cent of list, Lark dealers 
10.4 per cent, Renault 5.6 per cent, and Volks- 
wagen none. Price variability was greatest 
among the Lark dealers. The discounts offered 
by the compact and foreign car dealers were 
considerably less than those Jung had pre- 
viously obtained in standard Ford and Chevro- 
let outlets. He concluded that the smaller cars 
were selling to distinct market segments and 
did not require the competitive pricing tactics 
among “Big 3” dealers. 


18. RESEARCH AND 
RESEARCH TECHNIQUES 


Observation and Audit Techniques for Meas- 
uring Retail Sales. Earl E. Houseman and 
Benjamin Lipstein, Agricultural Eco- 
nomics Research, July, 1960, pp. 61-70. 
[J.K.S.] 

In some situations the observation method of 
measuring retail sales has some advantages 
over auditing procedures and vice versa. This 
study was designed to compare these two ap- 
proaches statistically and to compare costs. 
Considering statistical efficiency and costs, the 
observation method was comparatively more 
feasible in large stores. In fact, “A combination 
of the two methods, audit in small stores and 
observation in large stores, was tried success- 
fully during the second year this project was 
in effect.” The study involved only two com- 
modities, apples and pears. 


A Theory of Data. C. H. Coombs, The Psycho- 
logical Review, May, 1960, pp. 143-159. 
[G.F.] 

The theory of data proposes to provide a 
foundation for models of psychological meas- 
urement and classify, systematize, and interre- 
late them. 

From the point of view of measurement 
models, all a person can do is to compare stimu- 
li with each other or against some absolute 
standard of personal reference point, the 
stimuli may come singly or in pairs, and the 
comparison is one of dominance or consonance. 
Coombs groups these comparisons into four 
basic kinds of data: 1) Preferential choice or 
individnal-stimulus differences comparison, 2) 
Single stimulus or individual-stimulus com- 
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parison (includes mental tests, psychophysics 
threshold data, rating scales, etc.), 3) Stimuli 
comparison data where the relation is on a 
pair of points from the same set called stimuli, 
4) Stimuli-differences comparisons (includes 
multi-dimensional scales). 

Coombs’ theory will prove useful to all con- 
cerned with the measurement of attitudes, mo- 
tivation, and other determinants of consumer 
choice. 


Motor Truck Facts. Automobile Manufacturers 
Association, Inc., September, 1960, 56 pp. 
[W.S.P.] 

This companion volume to the Automobile 
Facts and Figures reports issued annually by 
the Association presents the salient statistical 
data on trucks and trucking for the year 1959. 
It is difficult to sample the contents in any 
manner other than observing that it will be 
found a nearly indispensable publication for 
those whose interests cover trucking. Copies are 
available from the Associaijon, New Center 
Building, Detroit 2, Michigan. 


Attitude Change. Daniel Katz (editor), Public 
Opinion Quarterly, Summer, 1960, pp. 
163-365. [G.F.] 

This special issue of the Public Opinion 
Quarterly reflects heavy emphasis upon prob- 
lems of cognitive organization and the attempts 
of people to achieve unity and consistency in 
their own mental worlds. Osgood’s article re- 
flects the concentration of research effort to 
explain cognitive consistency and balance. 
Zajone questions the universality of the drive 
to reduce cognitive dissonance. Specific experi- 
ments inspired by such theories are reported 
by M. Rosenberg and A. R. Cohen. 

In bold relief to this emphasis on cognitive 
imbalance as the basic condition for attitude 
change is the psychoanalytic theory presented 
by I. Sarnoff which is supplemented by Katz’s 
thesis that we need to know causes of cogni- 
tive imbalance as well as of resolution for 
achieving balance. Contributions of cross cul- 
tural research reported by Jacobson, Kumata, 
and Gullahorn emphasize: 1) differential 
characteristics of cultures that determine atti- 
tude formation and change, 2) impact of cul- 
tural contact upon attitudes, and 3) the man- 
ner in which culture affects language and 
conceptual processes as the underlying basis 
of attitudes. Himmelstrand grapples with the 
unsolved problem of when attitudes will pre- 
dict behavior. 

For marketing analysts concerned with the 
identification of basic psychological variables 
governing behavior this special issue provides 
a stimulating variety of causal factors which 
could be introduced into survey and experi- 
mental research designs. 
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On the Short Run Cost Function. Manuel Gott- 
lieb, The Journal of Industrial Economics, 
June, 1960, pp. 241-248. [S.c.H.] 

The winter approaches the problem of dis- 
tinguishing between fixed and variable costs (a 
vital consideration in many pricing decisions) 
by dividing costs into three categories: conven- 
tional fixed costs (costs at zero rate of output), 
truly variable costs (costs that vary directly 
with the unit rate of output), and semi-vari- 
able costs (ones that increase at a lower rate 
than output). The semi-variable costs are then 
decomposed into fixed and variable categories 
through the use of least squares regression 
analysis. 


Pre-testing Editorial Items and Ideas for 
Reader Interest. Jack B. Haskins, Journa- 
lism Quarterly, Spring, 1960, pp. 224-23u. 
[W.L.] 

A method for pre-testing editorial items and 
ideas in order to predict readership is de- 
scribed in this article. A high degree of ac- 
curacy is claimed for the method. While the 
technique was developed for use with national 
magazines, the procedure can be used by other 
media. The method, referred to as title rating, 
consists of having an audience give ratings of 
their interest in titles, where the interest is 
expressed in terms of “degrees of interest” on 
a thermometer-type scale. 


Stocks in Distribution. W. G. McClelland, The 
Journal of Industrial Economics, June, 
1960, pp. 230-240. [s.c.H.] 

This supplement to the author’s March, 1960, 
article discusses statistical methods of deter- 
mining least cost stock levels. McClelland ex- 
plores the fact that within limits retailers, and 
wholesalers, can vary the range of the assort- 
ments handled as well as the quantity of any 
one item stocked. He believes that the secret of 
low cost retailing lies in rigid control of the 
stock assortment. Self-service permits expan- 
sion of stocks without training numerous coun- 
ter clerks in the full assortment or requiring 
customers to pay at several points in the store. 
Fixed reorder quantities, such as case lot 
minima, and fixed schedules of reorder dates 
are likely to increase fluctuations in stock size 
and have uneconomic results. Vertical integra- 
tion tends to reduce these undesirable effects. 


A Survey of Welfare Economics 1939-1959. 
E. J. Mishan, The Economic Journal, 
June, 1960, pp. 197-265. [G.F.] 

How high is up? Marketing students have 
long been concerned with consumer sover- 
eignty, but little progress has been made in 
measuring the degree to which it exists. Yet 
welfare economists using the yardstick of 
Paretian Optimality furnish a number of ele- 


gant tools for the measurement of a kindred if 
not identical concept of “welfare.” By the 
Paretian criterion we can define optimum wel- 
fare: if one person in the community is better 
off, no one being worse off, the community as a 
whole is better off and the community has 
moved to a new optimum. 

Surveying 20 years of welfare economics, 
Mishan concludes that the journals reveal 
more repetition than evolution. However, the 
grounds for pessimism lie not in the insuper- 
able difficulties of measurement but in the re- 
striction of welfare economics to measurement 
of quantities of goods distributed instead of 
the things on which happiness ultimately de- 
pends, such as faith and the perception of 
beauty which cannot be revealed by the formal 
elegance of economic analysis. After scanning 
the 1939-59 bibliography of 250 articles ap- 
pended at the end of this excellent survey, with 
a sense of rapidly mounting marginal futility, 
this reviewer can only sadly agree with Mish- 
an’s conclusion. 


Operations Research. Robert Dorfman, The 
American Economic Review, September, 
160, pp. 575-623. [S.c.H.] 

This article provides an extensive introduc- 
tion to operations research and is supplemented 
by a detailed bibliography. Dorfman distin- 
guishes between conventional business analysis 
and operations research, holding that the for- 
mer is likely to be based upon a reasoned 
scrutiny of past experience while the latter 
tends to examine the relevant future probabili- 
ties. More explicitly, operations research is de- 
fined as research usually based upon formal, 
mechanistic, quantitative models and usually 
conducted largely in symbolic, rather than 
verbal, modes of expression and reasoning. 

Besides creating models of business under- 
takings (which involves description, creative 
hypothesizing, and quantification), the opera- 
tions researcher also has to evolve “measures 
of merit.” An assortment of models, including 
linear programming, information theory, gen- 
eral systems analysis, inventory models, queu- 
ing and sequencing, gaming and other ad hoc 
models, may be used and are described here. 

Operations research is likely to be more use- 
ful at lower and middle management levels, 
where problems are quantifiable and repetitive, 
rather than at the top. Situations most suscep- 
tible to operations analysis are likely to be the 
ones least in need of improvement; conse- 
quently peace-time contributions of operations 
research will be significant but not startling. 

The results of operations research shed some 
light and some very serious questions, upon 
the economist’s model of the firm as a projec- 
tion of a highly informed, responsive, and 
rational profit seeker. 


on 
99 
y 
l 
le 
r 
r Pow 
i 
i 
de 
or 
ta, 
ial 
ti- 
al- 
nd 
sis 
the 
the 
les 
ich 
ri- 
“a 


100 JOURNAL OF 


Operational Research and Management. 
Jacques Wanty, Operational Research 
Quarterly, March/June, 1960. [W.L.] 


This non-technical paper discusses and tries 
to dispel several misconceptions about opera- 
tional research on the part of management. 
Gaps in the existing literature are cited. Sug- 
gestions for a better understanding of opera- 
tional research are advanced, including: clearer 
definitions, publication of case histories, and 
adapting the literature to the needs of man- 
agement. 


Dynamic Programming and Inventory Prob- 
lems. Maurice Sasieni, Operations Re- 
search Quarterly, March/June, 1960. 
[W.L.] 

This is a mathematical paper which focuses 
on the usefulness of dynamic programming in 
solving multi-stage decision problems. The ap- 
plication of dynamic programming to inven- 
tory problems is described. The effect of an 
increasing number of decision stages, and the 
method of handling this situation is discussed. 
It is shown that, as the number of periods 
increases indefinitely, the average cost per 
period will converge for an optimal policy. It 
is feasible, therefore, to search for the policy 
which minimizes the long-term average cost. 


Sensationalism: the Concept and Its Measure- 
ment. Percy H. Tannenbaum and Mervin 
D. Lynch, Journalism, Quarterly, Summer, 
1960, pp. 381-392. [w.L.] 


The authors report on the development of a 
new measure of sensationalism. The technique, 
referred to as Sendex, consists of: 1) isolating 
and identifying the dimensionality of the judg- 
ment of sensationalism, and 2) developing a 
measure of the relative degree of sensational- 
ism of messages by using the general distance 
formula (D*). Possible refinements of the 
technique and applications are discussed. 


A Comparison of Scales for Degrees of Opin- 
ion. Stuart C. Dodd, and Sung Chick 
Hong, Journalism Quarterly, Spring, 1960, 
pp. 280-283. [Ww.L.] 

This is a report on a research project com- 
paring four techniques of measuring opinions: 
the Stapel scalometer, the seven-digit scale, 
the five-digit scale, the five-graded-word scale. 
The respondents, 400 evening students enrolled 
in summer school classes at the university of 
Washington, replied to three content questions, 
one validating question and four questions 
concerning their evaluation of each technique. 
The four methods were compared in terms of 
reliability, validity, consistency, and respond- 
ents’ evaluation. 
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Characteristics of Travel to a Regional Shop- 
ping Center. Jacob Silver and Walter G. 
Hansen, Public Roads, December, 1960, 
pp. 101-108. [G.c.s.] 

This study shows about half the trips to a 
shopping center were for convenience goods, 
although this shopping center devoted signifi- 
cantly more space to shopping goods. Also, 
convenience goods customers traveled shorter 
distances to the center and parked there for 
less time than shopping goods customers. Few 
trips were made for purchase of both types of 
goods. Analysis of traffic on adjacent streets 
illustrated the necessity of anticipating the 
congestion caused by the center traffic—espe- 
cially during rush hours—in shopping center 
planning. These findings are based on a 1959 
survey of the Seven Corners regional shopping 
center near Washington, D. C. 


What You Should Know about Package De- 
sign Research. Edmund W. J. Faison, 
Advertising Requirements, November, 
1960, pp. 63-67. [J.E.M.] 


A survey of current research techniques 
used in testing packages is presented in this 
article. Those explained are laboratory tests, 
attitude tests, store tests, and use tests. Espe- 
cially interesting is the inventory of the vari- 
ous instruments used in package testing and 
the explanation of each. Several guides are 
presented for choosing from among various 
research organizations to do package research. 


The Eyes Have It. Modern Packaging, Octo- 
ber, 1960, pp. 124, 125. [J.E.M.] 


Instrumentation has been used to test pack- 
ages for many years. The visual testing device 
reported on in this article seems an improve- 
ment over those formerly used. The instrument 
is designed so that “...as each (package) 
element becomes visible or legible, as the case 
may be, the viewer releases the control button. 
The barrier stops at this precise point and a 
numerical rating attached to the outer diameter 
of one of the lenses. The rating is given to the 
element in question.” The instrument, in hun- 
dreds of testings, reports the numerical ratings 
within a narrow range and in the same rank 
order among persons viewing the packages 
tested. 


How to Do Your Own Media Research at Low 
Cost. Davis H. Harris, Media/Scope, Sep- 
tember, 1960, pp. 110-116. [J.E.M.] 

Advertisers may perform their own maga- 
zine readership study by means of a method 
approved by the Advertising Research Founda- 
tion. The author reports on two studies utiliz- 
ing the aided recal! techniques described in the 
report, “A Comparative Study of Mail Ques- 
tionnaire Techniques for Measuring Reading 
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of Business Publications” by Dr. Albert D. 
Grieberg. The conclusion is reached that “The 
great strength of a readership study con- 
ducted by the advertiser is that he can at 
least make an intelligent attempt to collect 
and analyze information relevant to his own 
market and media problems.” 


19. RETAILING 


What Makes 24-Hour Operations Click? Chain 
Store Age, Grocery Executives Edition, 
November, 1960, pp. 68-69; Do Late Hours 
and Sundays Pay Off? Chain Store Age, 
Grocery Executives Edition, November, 
1960, pp. 70-71. [J.s.w.] 

These two articles are quick appraisals of 
the “When to be open?” question facing super- 
market operators. For a store to be open 
successfully around the clock, one or more of 
the following characteristics must be present: 
very high store volume, heavily populated area, 
large percentage of late workers, neighborhood 
centers of evening entertainment, location near 
heavy traffic, and nearby 24-hour competition. 
Sunday opening involves additional expense 
and sometimes a public relations headache. 


Sharpening Your Store Image. Robert H. 
Myers, Journal of Retailing, Fall, 1960, 
pp. 129-137. [s.c.H.] 

Interviews with 2,654 persons seen leaving a 
mid-Western department store without pack- 
ages revealed that about one-quarter had pur- 
chased merchandise to be delivered later, a 
slightly higher proportion were “just passing 
through” the store, and almost one-half had 
shopped one or more departments without buy- 
ing anything. Some departments had a signifi- 
ecntly larger proportion of these unsuccessful 
visits than their sales volume would suggest. 
Dresses, for example, accounted for only 2.7 
per cent of all transactions, but was visited by 
15.3 per cent of the “walkouts.” Walk-out shop- 
pers responded differently to questions con- 
cerning store image than did shoppers who had 
made purchases. The response pattern indi- 
cated that the store and/or its merchandise 
did not appear sufficiently stylish to suit its 
market. 


Behind the Closed Door. Les Gilbert, Super- 
market News, September 26, 1960, pp. 1, 
18; October 3, 1960, pp. 1, 32; October 10, 
1960, p. 30; October 17, 1960, p. 32; Octo- 
ber 24, 1960, p. 22; and October 31, 1960, 
pp. 16-17. [J.s.w.] 

“Hot” issues come and go in the field of 
marketing. Currently many marketing men 
are interested in the so-called “closed-door” 
store, which is simply a discount operation 
catering only to people who have paid a mem- 


bership fee. Theoretically, membership is re- 
stricted to persons belonging to a special class 
—union members, or government employees, 
for example. These articles comprise a report 
made from field observations of the closed door 
store in operation. The emphasis is focused on 
the West Coast where the idea originated and 
has experienced its greatest growth. Specific 
stores and their methods of operation are 
given most of the attention, although an at- 
tempt to appraise the implications and the 
future of this variant of the discount house 
is made. 


The Past and the Future of Store Design. 
Stores, October, 1960, pp. 10-32. [J.s.w.] 
The bulk of the October issue of Stores is 
devoted to the design of the retail store. One 
article by Olindo Grossi looks at the changes 
which have taken place in store design during 
the past fifty years. Some 35 photographs 
of stores located in Europe and America il- 
lustrate one of the references to trends in 
store design. The second article dealing with 
the store plant was written by the staff of 
Abbott, Merck & Company. Developments in 
such practical matters as structural design, 
electrical systems, vertical transportation, 
warehousing, piping and water supply, and 
air conditioning are examined. 


Non-Foods Spur 1959 Sales Gains in Supers. 
Food Field Reporter, August 29, 1960, pp. 
1, 6, 14, 16, 18, 21, 22, 24, 26. [J.s.w.] 
Quantitative data are increasingly used in 
management decision-making for all areas of 
marketing activity. Nevertheless, locating 
current figures is frequently an important 
limiting factor in their use. In this Food 
Field Reporter Marketing Report is to be 
found a wealth of information on the food 
retailing field. This report is the thirteenth 
annual Consumer Expenditures Study made 
by the trade publication; thus its data are 
useful in spotting trends in food retailing. 
In 1959 the increased importance of nonfoods 
was highlighted in the findings of the survey, 
reaching a level of 5.05 per cent of total store 
volume. Detailed tables showing supermarket 
sales by product item are included. 


How to Break the Money Deadlock. Super 
Market Merchandising, September, 1960, 
pp. 46-65. [J.s.w.] 

Independent and small chain supermarkets 
find the lack of capital for expansion to be one 
of their most pressing problems. Some experts 
in the supermarket field feel that talent for 
financing is as important to success as mer- 
chandising skill. Various solutions to the 
problem—public financing, borrowing from in- 
surance companies, and help from wholesalers 
—are 
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Competition and Evolution in Retailing. Stan- 
ley C. Hollander, Stores, September, 1960, 
pp. 11-24. [J.s.w.] 

The National Retail Merchants Association 
has called upon retailing expert Hollander to 
write Number 4 in its Guideposts to Tomor- 
row series. In his typically thorough fashion, 
Professor Hollander interestingly tells how 
competition for sales has led to the gradual 
change in retailing methods used in the 
United States. Anyone interested in the his- 
torical approach will find this short history 
an invaluable tool to the furtherance of more 
complete understanding of present-day retail- 
ing practices. 


66 Closed-Door Discounters Do Average Vol- 
ume of $4 Million. William Burston, Stores, 
September, 1960, pp. 62, 64, 65. [J.s.w.] 

The NRMA Vendor Relations Committee 
reports on the results of a nationwide survey 
of closed-door discount houses. These organi- 
zations require the payment of nominal “dues” 
before consumers can buy in the stores. Rules 
for inclusion are broad, and nearly anyone can 
qualify for membership. Yet, there appears to 
be a strong psychological appeal in the idea of 
restricted membership. Pricing, merchandise 
line, credit, membership, location, store hours, 
and promotional policies are described and 
evaluated. 


Small Chain Drops Stamps—Low Price Pro- 
gram Brings 18% Sales Gain. Progressive 
Grocer, November, 1960, pp. 74-81, 167. 
[J.s.w.] 


One of the most troublesome decisions facing 
many retailers concerns trading stamps. Some 
merchants feel that they have no option—that 
they must provide stamps to their customers, 
or perish. This case study indicates that some 
retailers have been able to combat successfully 
the trend toward trading stamps. 

The Seaway Food Town Stores Chain of 
Toledo, Ohio dropped trading stamps in Janu- 
ary 1959. A low-price policy and an extremely 
aggressive advertising program were substi- 
tuted for the stamps. This article explains the 
preplanning involved in the change of policy, 
the steps actually taken, and the problems en- 
countered. All in all, this is a most practical 
article, pertinent to today’s promotional en- 
vironment. 


1960 Controllers’ Congress Convention Pro- 
ceedings, Part I. Retail Control, Septem- 
ber, 1960, 180 pp. [8.c.H.] 

As usual, the Controllers’ Congress Conven- 
tion discussions include a number of check lists 
for analyzing performance of selling and non- 
selling operations in specialty and department 
stores. A considerable portion of the discussion 
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in this part of the proceedings is concerned 
with application of industrial engineering tech- 
niques, such as short interval scheduling, to 
paper processing and material handling de- 
partments. Henry Wallstrom’s progress re- 
port on the use of Merchandise Management 
Accounting in the J. L. Hudson stores (pp. 
157-173), indicates a number of ways in which 
the determination of item cost and dollar 
profitability have improved merchandising 
plans, space allocations, and operating results. 


Can You Merchandise Architecture? Super 
Market Merchandising, November, 1960, 
pp. 41-59. [J.s.w.] 


Frank Lloyd Wright, when asked about the 
design of supermarkets, replied a few years 
ago that “Super Markets are not super.” Here 
is a series of articles on the subject of super- 
market architecture. The cost of good archi- 
tecture is explored, and the values to be re- 
ceived from its use are discussed. New styles 
of supermarket architecture are illustrated, 
and future trends are predicted. The conclu- 
sion is that the architectural form of the 
supermarket building can contribute to in- 
creased sales volume and operational efficiency. 


Service Stations: Big Changes Coming. Pe- 
troleum Week, November 11, 1960, pp. 
62-74. [G.c.s.] 

Gasoline service stations are in for rapid 
change in design and facilities: lubrication 
bays may disappear altogether with the advent 
of the service free auto; smaller gasoline pumps 
are becoming an integral part of merchandise 
displays at each isldnd; new stations are being 
incorporated into entire systems of related 
retail outlets, such as restaurants, motels, shop- 
ping centers, and drive-in stores. Vending ma- 
chines are being put up to supplement income 
from petroleum products. 


An Experiment with ‘Goodwill’ Collection Let- 
ters. Irwin Weinstock and Vincent E. 
Cangelosi, The Arkansas Economist, 
Spring, 1960, pp. 16, 21. [B.c.] 

Delinquent accounts are a costly expense 
item to retailers who extend credit service to 
their customers. This article reports the results 
of an experiment authorized by the University 
of Arkansas’ Bureau of Business and Economic 
Research and conducted during the winter of 
1957-58 for an Arkansas department store 
with a rural trade area. 

The typical approach to attempting to collect 
payment from overdue accounts is to send a 
series of letters which are brief in wording, 
formal in language, use straightforward ap- 
peals for the money, and rely upon pressure 
rather than persuasion. In addition, the letters 
adopt a progressively stronger tone as the ac- 
counts continue to remain unpaid. 
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In the controlled experiment conducted 70 
overdue accounts were employed. Half of the 
accounts received a series of three conventional- 
type letters. The other half received a series 
of “goodwill” letters. The goodwill approach, a 
new form of interpersonal communication, em- 
ploys more conversational language, uses 
lengthier letters with well developed themes, 
places a greater reliance upon persuasion 
rather than pressure, and presents to the 
reader the delinquency problem from the read- 
er’s point of view. However, here too, the 
amount of “goodwill talk” decreases in pro- 
portion to “collection talk” as the account re- 
mains unpaid. 

While the author admits that the evidence 
was not completely decisive, the result of the 
experiment was that the goodwill series ac- 
counted for (as a whole) more responses and 
“paid-in-full” accounts. The most noticeable 
difference was the superior performance of the 
goodwill approach as the number of letters 
sent to the account increased. The results indi- 
cate that the cumulative effect of a series of 
goodwill letters was superior to the conven- 
tional approach. 


How to Get into the Supers. Sales Manage- 
ment, September 2, 1960, pp. 87, 89-90, 
92. [W.Js.R.] 

Broad guidelines about capital requirements, 
packaging, pricing, regional preferences, re- 
orders, and advertising are considered in ques- 
tion and answer format. Since a new item fre- 
quently replaces an old one, its turnover must 
be good, it must have some unique quality 
which gives it more than replacement value, 
and it must lend itself to self-service selling. 


Comparative Analysis of Sales and Profits in 
1959. David J. Raciiman and Robert J. 
Robichaud. Journal of Retailing, Fall, 
1960, pp. 174-185. [S.c.H.] 

Analysis of profit statements issued by 125 
large retail firms shows a 7.3 per cent increase 
in sales volume and a 15.5 per cent increase 
in profits. Food chains (which account for al- 
most half of all the sales covered in this study) 
had the smallest percentage gain in both 
sales and profits of the seven groups studied, 
and actually suffered a decline in return on 
investment. Apparel stores had the largest 
percentage increase in profits, but mail order 
and department stores accounted for most of 
the dollar profit gain. 


The Retailing Revolution: Why and Whither? 
Alfred R. Oxenfeldt, Journal of Retailing, 
Fall, 1960, pp. 157-162. [s.c.H.] 

The recent successes of various types of dis- 
count houses seem to be based mainly upon an 
old formula: the use of low prices to obtain 


high sales volume per square foot, per sales- 
man, and per dollar of investment. Elimination 
of services and reduction of internal records 
and controls are also significant but less im- 
portant. Increasing competition among discount 
houses is likely to reduce productivity figures 
and increase the services required to draw 
trade, while the expansion program of many 
discount firms will inevitably develop internal 
bureaucracies. Actually, discount house strate- 
gies are especially suited to small merchants, 
who probably will tend to reject their oppor- 
tunities. 


The Trend to Trays. Modern Packaging, Sep- 
tember, 1960, pp. 101-105. [J.£.M.] 


Supermarkets have prompted many changes 
in marketing operating methods. This article 
reports on a tray with overwrap that has been 
developed to eliminate the hand stacking of 
packages on the supermarket shelving. The 
tray has proved a boon to retailers as a labor 
saving device. 


New York Buying Offices: One-Stop Market- 
ing Centers. Sales Management, Septem- 
ber 2, 1960, pp. 39-47, 118, 120-122, 124- 
126, 128-130, 132-133. [W.s.R.] 

Buying offices now buy something between 
$17 and $18 billion annually for department 
and specialty stores. Different types of buying 
offices are identified with the benefits to re- 
tailers and manufacturers also spelled out. A 
handy table showing stores served by the 16 
largest buying groups in the top 100 retail 
cities is presented and followed up by an al- 
phabetical listing of other stores served by 
these same buying offices. 


20. SALES MANAGEMENT 
AND SELLING 


The Salesman’s Wife. David J. Schwartz, At- 
lanta Economic Review, June, 1960, pp. 3, 
5. [B.c.] 


Motivating the members of the sales force 
is an important sales management function. 
Yet a significant portion of a salesman’s atti- 
tude towards his work is shaped by factors 
over which the sales executive has little or no 
direct influence, the salesman’s home environ- 
ment. 

To provide some data on the influence of the 
sclesman’s wife on his job performance, the 
author conducted a mail survey among the 
members of the Atlanta Sales Executive Club. 
The purpose of the investigation was twofold: 
first, to determine what sales executives feel 
is the relationship of the salesman’s wife to 
his selling performance; second, to learn what 
actions the sales executives could employ to 
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motivate the sa%sman’s wife in turn to moti- 
vate the husbar,}. Questionnaires were mailed 
to 340, and 125 \ere completed and returned, a 
response of 37 pwr cent. 

The following are some of the author’s 
major findings: about 91 per cent of the re- 
spondents were of the opinion that the wife 
exerts a considerable influence on the husband’s 
performance; 82 per cent believed that the 
wife was a factor in a salesman’s voluntary 
termination; 28 per cent of them always inter- 
viewed the wives of sales applicants; and an 
additional 32 per cent sometimes did so. 

The article also presents a breakdown by 
order of importance of use of the techniques 
employed by the respondents to stimulate sales- 
men’s wives in terms of their husbands’ ca- 
reers. The survey revealed that a significant 
minority of the sales executives opposed work- 
ing through the wives for this purpose. 


You Can’t Play ‘Special Events’ by Ear. Daniel 
J. Scherer, Sales Management, Part 2, 
September 16, 1960, pp. 66-67, 69, 71, 73, 
75. [W.J.R.] 

Groundbreaking ceremonies, dedications, 
stockholder meetings, civic celebrations and 
other such special events require advance 
planning to avoid embarrassing chaos. An at- 
tempt is made to present an all-inclusive list 
of points to consider for such events. 

Headings covered in the “Master Check List 
for Special Events” include date-time-location, 
publicity, photography, radio-television, adver- 
tising-promotion, VIP’s-guests, program, en- 
tertainment, supporting services, transporta- 
tion, traffic-parking, plant facilities, fire and 
safety, medical, refreshment stands, postpone- 
ment or cancellation plan, final arrangements, 
and miscellaneous. 


Why Some Detailmen Stay While Others Stray. 
N. G. Hawkins, G. D. White, Medical 
Marketing, June, 1960, p. 23. [M.M.s.] 


Why do some detailmen leave one pharma- 
ceutical company to go to another, while others 
are content with one firm all their working 
life? 

These questions were probed recently in a 
survey of detailmen made by Norman G. 
Hawkins, Associate Professor of Sociology at 
Penn State, and George D. White, Research 
Associate at the University of Texas School of 
Nursing. 

From a sample of 161 detailmen, who com- 
pleted extensive and somewhat complicated 
personal questionnaires, Dr. Hawkins and Mr. 
White were able to differentiate two small 
groups exhibiting the extremes in terms of 
company stability and clear-cut occupational 
choice. For the purposes of their report, they 
labeled one group “stable” and the other “un- 
stable.” 
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The difference between these groups in terms 
of education, income, professional attitudes, 
etc. are described. The researchers point out 
that the study was highly inconclusive, but 
does suggest areas of research not previously 
tapped. 


Survey of Service Stations in Tulsa: Part V. 
Reasons for Successful Service Station 
Operation. Lloyd R. Saltzman et al, 
College of Business Administration, Uni- 
versity of Tulsa, August, 1960, 33 pp. 
[G.c.s.] 

Even successful gasoline service stations 
have plenty of room for improvement, accord- 
ing to this study. Based on a personal inter- 
view survey of successful service station deal- 
ers in Tulsa (as selected by parent companies), 
oil companies are advised to encourage dealer 
use of a simplified record-keeping system, se- 
lect dealers more discriminately, eliminate sta- 
tions with high dealer turnover, and generate 
more trust between dealers and company sales- 
men. Dealers are advised to participate more 
fully in sales promotions, keep adequate rec- 
ords, maintain a balanced product line, main- 
tain a goad cash position—especially in new 
stations, and take advantage of all training 
programs offered by suppliers. 


How Hard Will He Work? Richard H. Buskirk, 
Sales Management, September 2, 1960, pp. 
97-98, 100, 102. [w.s.R.] 

The answer lies in determining the man’s 
motivation and mental toughness. These lie 
buried in his personality, but careful probing 
may lead to better sélection of salesmen. Sub- 
stantial risks are presented both by individuals 
from well-to-do families and those from the 
lowest social classes. The former’s aspirations 
might preclude selling as a status-enhancing 
occupation while the latter may not be materi- 
ally ambitious enough to qualify as a good risk. 

A series of questions and short discussions 
follow as the author attempts to get closer to 
identifying the critical levels of a potential 
salesman’s motivation and mental toughness. 


An Intimate Look at Today’s Industrial Sales 
Manager. H. Jay Bullen, Industrial Mar- 
keting, November, 1960, pp. 39-45. [J.E.M.] 


The sales managers of companies marketing 
industrial goods was closely scrutinized in this 
survey. The 37-question mail survey was re- 
turned by 153 sales executives or 13.65 per 
cent of the 1,121 contacted. The article is an 
analysis of the more personal aspects of the 
sales executive, such as income, education, 
years employed, and age. Nine tables are used 
to sum up the study of each aspect. The lim- 
ited response, however, cautions against the 
use of the findings for more than very narrow 
information. 


‘ 
ane 
» - 
1 
| 
. 
| 
; 


il 


MARKETING ARTICLES IN REVIEW 


How to Manage and Help Salesmen. Charles 
B. Roth, (Englewood Cliffs, N. J.; Pren- 
tice-Hall, Inc., 1960, pp. xxii, 159). [D.J.L.] 

A well-known and widely experienced sales 
training consultant distills a great deal of 
advice in this chatty little volume. It is dis- 
tinctly a “how to” book of very easy reading. 
While its author admonishes sales professionals 
to read a book on salesmanship once a month, 
this one should take no longer than the Sun- 
day newspaper. 

The 12 easy lessons it contains undoubtedly 
would benefit thousands of field sales supervi- 
sors or small firm managers, although many 
must have read the same pointers before. It is 
perhaps most helpful on human relationships 
and least informative on subjects with any 
technical involvement: market measurement, 
sales quotas and evaluation of applicants. Sales 
managers and salesmen are quoted at every 
turn, which may suggest some degree of au- 
thority for the author’s pointers to some read- 
ers. Largely, however, this is a collection of 
opinions and anecdotes. 

The lack of any technical substance or so- 
phistication may render this book of little value 
for the libraries of readers of the Journal. It 
should not be overly criticized on this account, 
for they are not its intended audience. If a 
simple book on sales supervision inspires better 
man-to-man relations and self-management for 
large numbers of men in selling—and the mar- 
ket for such books indicates that this is true— 
a new book as readable as Mr. Roth’s should 
be welcomed. 


Consumers Demand New Sophisticated Sell. 
Sales Management, August 5, 1960, pp. 
47-48. [W.J.R.] 

The direct selling or door-to-door market of 
$3 billion spread among some 2,500 established 
companies continues to “boom” concurrently 
with high levels in retail selling. This article 
describes how Wear-Ever Aluminum, Inc. re- 
designed its cookware line to appeal to the 
growing sophistication of the home buyers. 
Product characteristics most desired in this 
survey were in order visual appeal, construc- 
tion and craftsmanship, and functional utility. 
Design and visual appeal were found to be the 
most powerful desire-arousing mechanism with 
function providing the rational purchase justi- 
fication. 


Psychological Test Differences Between Indus- 
trial Salesmen and Retail Salesmen. Mar- 
vin D. Dunnette and Wayne K. Kirchner, 
Journal of Applied Psychology, April, 
1960, pp. 121-125. [W.J.R.] 

This study was based on the assumption 
that salesmen engaged in different kinds of 
selling need more careful and differential job 


analyses. A “Sales Job Description Checklist” 
of 35 sales activities was used to identify one 
group of 50 Minnesota Mining and Manufactur- 
ing Company salesmen as retail sales group 
and a second group of 70 as an industrial sales 
group. 

Both groups then took a variety of psycho- 
logical tests including Part I—Verbal of the 
Wesman Personnel Classification Test, the 
Strong Vocational Interest Blank, the Edwards 
Personal Preference Schedule, and an Adjective 
Checklist. Resultant thumbnail sketches of the 
typical successful industrial or retail salesman 
show considerably different profiles. 

The industrial salesman places “. . . heavy 
emphasis on ingenuity, inventiveness, and the 
exercise of his wits in his job,” in addition to 
having a higher interest in scientific, technical, 
and problem-solving activities. The retail 
salesman places “. . . heavy emphasis on 
planning, hard work, and persuading other 
people of his point of view or way of doing 
things.” In addition, the retail salesman shows 
a higher degree of orderliness, and “a striking 
rejection” of jobs related to the technical or 
physical sciences. 


Situation Management: A Strategy of Selling 
and Training. Joseph W. Thompson, The 
Hotel Monthly, September, 1960, pp. 23- 
26; October, 1960, pp. 30-34; November, 
1960, pp. 34-37; December, 1960, pp. 28-31. 
[s.c.H.] 

Although the series is illustrated by examples 
drawn from the hotel industry, the approach is 
suitable to sales training in any field. Thomp- 
son strongly urges analysis of actual tape-re- 
corded sales presentations as a principal train- 
ing device, rather than use of artificial skits. 

Depth selling is the ultimate aim of the 
training program, since it combines stimulus- 
response (canned answers to common points), 
formalized (a‘tention, interest, desire, convic- 
tion, action), want-satisfaction (understanding 
of customer’s needs), and mood (climate of ap- 
proach) techniques of salesmanship. 

Subesquent articles discuss various aspects 
of the sales cail, always with emphasis upon 
the problems and techniques of situational an- 
alysis and management. 


21. STORAGE AND 
TRANSPORTATION 


Off-Street Parking to Attract Downtown Shop- 
pers. Charles E. Stonier, Journal of Re- 
tailing, Fall, 1960, pp. 145-149. [s.c.H.] 

Plans to increase the amount of off-street 
parking available in downtown New York and 
in other large cities are not likely to help 
downtown merchants substantially, since truly 
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adequate space is economically impracticable 
and since parking facilities generate traffic that 
clogs access roads. Comparable investment in 
the improvement of rapid transit facilities 
would be far more desirable. Many planned 
suburban shopping centers, designed around 
extensive use of parking space, will face simi- 
lar problems as changing population densities 
make intensive use preferable. 


Transportation Dilemma: the Way Out. 
Thomas Kenny, Melvin Mandell, and Jo- 
seph R. Marshall. Dun’s Review and Mod- 
ern Industry, June, 1960, pp. 54-149. 
[R.L.C.] 

In this special report prepared by Dun’s 
Review and Modern Industry, it is indicated 
that top management now knows that only 
strenuous efforts will reduce the third largest 
cost of doing business—transportation. More- 
over, it is indicated that they are responding 
with new organizational setups, added empha- 
sis on the traffic man’s role, and in radical 
shifts in the use of carriers. 


General American’s 65,000 Money Makers. 
Philip Siekman, Fortune, June, 1960, pp. 
148-151, seq. [W.T.K.] 

General American, the third largest freight- 
car builder, is in what would scem to be a de- 
clining market characterized by chronic over- 
capacity. The company has met its problem by 
ingenious solutions within its field, and by 
diversifying into other areas of greater prom- 
ise, such as plastic products (appliance parts), 
pressure vessels, screws, storage tanks, and 
processing machinery. 

Its solutions within the railway equipment 
field have been to pioneer in the piggyback 
movement through its Clejan cars, and to find 
a new way to sell its freight-cars. In the latter 
case, it leases its own cars to capital-short rail- 
roads at rates that range up to $535 per month. 
With 65,000 cars leased to some 700 customers, 
about one-half of GATX revenues and two- 
thirds of its $17 million profits came from its 
car rental activities last year. Through a sub- 
sidiary, the Fuller Company, it now has a new 
process for manufacturing cement that may 
revolutionize that industry. 


22. THEORIES IN 
MARKETING 


Reflections on Reference Groups. Herbert H. 
Hyman, Public Opinion Quarterly, Fall, 
1960, pp. 383-396. [G.F.] 

“Reference group theory aims to systematize 
the determinants and consequences of those 
processes of evaluation and self-appraisal in 
which the individual takes the values or stand- 
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ards of other individuals and groups as a 
comparative frame of reference.” With unfail- 
ing originality and humor Hyman reviews the 
contributions to reference group behavior since 
he first coined the term in 1942. 

Today the concept seems to be used mainly 
in connection with group influences in the for- 
mation of attitudes. The concept of self ap- 
praisal and the corresponding sense of relative 
deprivation are just as important in under- 
standing attitudes, but Hyman asserts that 
these are largely ignored in tabulating data. 

No reader can fail to be impressed by his 
perceptive suggestions for cross-tabulating 
characteristics of individual survey respond- 
ents to obtain self appraisal categories relat- 
ing to attitudes. For example, comparative 
reference groups may be very different for per- 
sons with high education and low income from 
that for persons with low education and high 
income. Current practice tends to ignore rela- 
tive deprivation and self appraisal by combin- 
ing both statuses into a single score of equal 
value. Other refinements such as individual 
knowledge about and clarity of the group norm 
are used to illustrate possible applications of 
the reference group concept to survey analyses. 


Two Approaches to Organizational Analysis: 
a Critique and a Suggestion. Amitai 
Etzioni, Administrative Science Quarter- 
ly, September, 1960, pp. 257-278. [W.L.] 

Those interested in the construction of mod- 
els should find this article helpful. It compares 
the goal model of measuring effectiveness, 
which is widely used in marketing, with the 
system model. The’ superiority of the system 
model is developed. Two system models are 
compared—a survival model and an effective- 
ness model. 


Economic Theory and Its Application to News- 
papers. Fred Currier, Journalism Quar- 
terly, Spring, 1960, pp. 255-260. [w.L.] 

In the summer 1959 issue of Journalism 
Quarterly, Landau and Davenport stated that 
economic theory is “inadequate or inapplicable” 
for the analysis of mass media. Currier points 
out specifically how economic theory can be 
and is being applied. He proposes a regular 
meeting of professional economists interested 
in the newspaper industry and the establish- 
ment of an industry-wide economic institute. 

The article also contains a reply to Currier 

from Davenport and Landau and Currier’s re- 

buttal to the reply. 


Variations in the Definitions of the Degrees 
of Competition. Dale L. Cramer and 
William L. Heuser, The American Journal 
of Economics and Sociology, July, 1960, 
pp. 381-397. [Ww.J.R.] 
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This article touches upon a recurring prob- 
lem in the social sciences: the need for stand- 
ardization of definitions. Front and center here 
is competition and its measurement is loosely 
described by such adjectives as “pure,” “per- 
fect,” “imperfect,” “workable,” “cutthroat,” 
“free,” and “destructive.” 

Beginning with Cournot’s and Sraffa’s con- 
tributions to this terminology, the authors re- 


view the distinctions between Chamberlin’s 
monopolistic competition and Joan Robinson’s 
imperfect competition. They conclude that 
Chamberlin differentiated his degrees of compe- 
tition more than Mrs. Robinson whose con- 
tinuum of competition reads “Perfect Compe- 
tition, Imperfect Competition, Monopoly,” as 
contrasted with Chamberlin’s “Pure and Per- 


fect Competition, Monopolistic Competition, 
Oligopoly, Duopoly, Monopoly.” 

The authors then review a cross-section of 
“texts of the recent past” to note the concepts 
used to identify various degrees of competition. 
Finally five basic modern economic textbooks 
(Bach, Blodgett, Dodd and Hasek, Harriss, and 
Samuelson) are examined to determine the ex- 
tent of agreement in the presentation of im- 
perfect and monopolistic competition and to 
see how the authors handle the concept of 
monopoly. 

Considerable variance is found, deplored, and 
referred to a “Central Committee on Termi- 
nology” which should be established under the 
auspices of the American Economics Associa- 
tion. 


$6,000,000 worth of advertising 
research at your fingertips 


TESTED ADVERTISING METHODS 
Revised and Enlarged Edition 


AWOLYNY 


By Joun Cartes, Vice President, BBD&O. This famous book by one of 
the top men at the BBD&O Advertising Agency has been completely revised 
and brought up to date as of 1961. Four totally new chapters tell: How 
to Make Small Ads Pay; How to Put Enthusiasm Into Ad Copy; 28 Ways 
to Get More Inquiries From Your Advertising; 17 Ways to Test Your 
Ads. Profusely illustrated with case histories of successful advertising 
by nationally-known advertisers of every size and sort. 53 pages of Illus- 
trations; 79 NEW illustrations. $6.95 


How to profit from Scientific Advertising 


THE NEW ANATOMY OF ADVERTISING 
Applying Scientific Method to the Solution of Advertising Problems 


By Marx Wiseman, Geyer, Morey, Madden & Ballard. “The first work- 
able methodology (applying) principles of modern problem solving to the 
creation of effective advertising.”—c. L. RUMRILL. Through examination 
of typical problems, an experienced New York advertising consultant 
shows how to apply creative engineering, creative interpretation, and test- 
ing, for really effective advertising. distillation of an outstanding 
career.”——-MARION HARPER, JR. $5. 


HARPER & BROTHERS, New York 16 
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Respectable Persuasion 


THE STRATEGY OF DESIRE, by Ernest Dichter. (Gar- 
den City, New York: Doubleday & Company, 1960. 
Pp. ix, 314. $3.95.) 

The maddening fact about motivation re- 
search from its very inception has been the 
difficulty of separating the real from the glit- 
tering. This is true not only of the studies but 
of the practitioners. There are many consci- 
entious workers in the vineyard who honestly 
and humbly present their material for what it 
is: a different way of understanding human 
behavior. But unlike market research, motiva- 
tion research is loaded with self-proclaimed 
Messiahs who are anything but modest in their 
skilful publicity-seeking and sweeping state- 
ments in almost any field. 

In this confusing area Dr. Ernest Dichter 
has been one of the most ambiguous and the 


least ambiguous figures. He has been able to 
make clear to the business community more 
often than most academically-grounded people 
the rationale for his work. At least he has been 
able to offer a simple picture of psychological 
dynamics without burdening the client with 
involved methodologies and data. His conclu- 
sions are provocative, ingenious, and leave no 
doubt whatsoever that his simple answers are 
the right answers. 

Of course, he has not always satisfied the 
more rigid scholars and the business-hating 
intellectuals who tend to see his work as “not 
really psychological” and as “not moral.” It is 
perhaps in his public comments on his detrac- 
tors that Dichter becomes to a degree ambigu- 
ous, since he often falls into the error of at- 
tacking his detractors’ motivations rather than 
examining their arguments. , 

This book is typical Dichter. Although he 
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was trained as a psychologist, and started in 
this role, he has now become an authority on 
social anthropology, sociology, semantics, sym- 
bolism and history, since these are now seen as 
part of motivation research. Lest this frighten 
the prospective reader, it should be said that 
the book is written with a light touch and re- 
lieved with many bits of interesting anecdotal 
research. 

The scope of his studies ranges far and 
wide. He has solved the doctor-patient relation- 
ship for the California Medical Association; 
the independence aspirations of Western 
Samoa; the inter-group difficulties of Puerto 
Ricans; the lack of acceptance of sanitary nap- 
kins in Brazil. He explains the meaning of 
literature, of horror films, and the real reasons 
why Westerns dominate TV. He straightened 
out the airlines and the liquor industry years 
ago. 

In fact, he has been involved in so many 
fields that he ends this book with a new philos- 
ophy for Americans. We Americans need a 
goal, we need heroes, we need symbols, we need 
humility. He has allowed himself to be carried 
away with his facile scholarship and consider- 
able experience with business research to the 
point where he assumes the mantle of a phi- 
losopher. There is quite a gap between cake 
mixes and sanitary napkins in Brazil and how 
we Americans can achieve better understand- 
ing from a mixed-up explosive world. But he 
makes it all sound so simple and easy and 
psychologically glib. 

Few would argue that this book is not 
provocative. But the nagging question about 
Dichter always remains: “Is he right or is he 
useful?” In the present stage of development 
of the applied social sciences, perhaps this is 
the only meaningful question we can ask. As 
an introduction to motivation research, par- 
ticularly for young college students, the pres- 
ent volume deserves notice as a public expres- 
sion from a pioneer in the field. 

His book is among other things an interest- 
ing contrast to Britt’s The Spenders, which 
conveys the impression that all control is in 
the hands of the omniscient consumer and 
Packard’s The Waste Makers, which shows 
Packard with a brand new hat, as a moralist 
attacking the whole American people. 

Dichter shares the assumption of Packard 
that people are being persuaded in important 
ways by merchandisers and MR people and 
so on, but he finds that this is a good thing 
rather than a bad thing. At the same time he 
finds that human beings insofar as they are 
social animals live in an atmosphere where 
persuasion is a universal mode, so that there 
is no possibility of dispensing with persuasion. 
He makes the point that a knife is ncither good 
nor bad in itself (like persuasion) and that 
there is no harm in sharpening a knife. 

And it should also be added that there is 


considerable breach between the scientist and 
the business man. The scientist wants to know 
if it is true, the business man wants to know 
if it works (that is, does it help to sell more?). 
It is important to understand this difference. 
The typical small business man is eternally on 
the watch for some new magic that will solve 
his problems today. On this short-term basis, 
Dichter’s philosophy has been very useful. 


PIERRE D. MARTINEAU 
The Chicago Tribune 


Hasty Conclusions About Waste 


THE WASTE MAKERS, by Vance Packard, (New 
York: David McKay Company, Inc., 1960. Pp. x, 
340. $4.50.) 


In The Waste Makers, Vance Packard deals 
with a subject both compelling and irritating 
to all consumers—waste in the various stages 
of the distribution process. The author treats 
the subject with the “trite and true” formula 
of creating interest by reporting a series of 
extreme and distorted examples which are 
bound to raise the consumer’s blood pressure. 

This book completes the Packard trilogy 
which began with The Hidden Persuaders, con- 
tinued with The Status Seekers, and plummets 
to new depths with The Waste Makers. These 
books are all on the wasteful side; the author 
had an opportunity to perform a useful and 
constructive service by reporting in proper 
perspective the complex and admirable way in 
which the great American distribution system 
functions. That approach probably would not 
sell nearly as many copies as the tack which 
Packard has taken, the shining of a glaring 
spotlight on the distribution system so that 
every imperfection—some real and some con- 
trived—is highlighted. The result: a gloating 
and distorted mouthful for readers who have 
not had so choice a morsel since Paul de Kruif’s 
The Microbe Hunters. 

The book is written in four parts. The first 
and third segments deal with some of the 
long-range problems facing our economy. These 
parts are reasonably well written reflections 
on the concerns which many social planners 
have long studied and written about in less 
sensational terms. 

In the second section, the author devotes 
about half the book to seemingly endless array 
of examples of waste. It is almost impossible 
to answer this array, not because of the weight 
of supposed inherent truth, but rather be- 
cause of his sheer weight of numbers. 

We who have worked in marketing know that 
in any economic activity there is some waste 
and inefficiency. However, this is not a Machi- 
avellian activity designed to increase prices, 
lower quality, create obsolescence, and gener- 
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ally bilk the consuming public. Those who work 
professionally in marketing have learned to 
respect the consuming public. Even the most 
diabolical marketing man cannot exist on de- 
ception, shoddy products, and the kind of waste 
and inefficiency which Vance Packard claims 
is the norm. 

In an almost apologetic way, the author 
closes the book with a series of meaningless 
generalizations purporting to provide the cures 
for the diseases which we do not have. Here 
again Packard confuses the role of reporter 
of sensational information with that of con- 
temporary philosopher and soothsayer. He is 
neither; and his lack of thought on the subject 
ot ems revealed in this last part of the 

There is no great danger or revelation in 
this book for marketing men, and I cannot 
seriously recommend that you read it. How- 
ever, there is always the danger from this kind 
of aborted treatment of a field about which so 
much ignorance exists. The unfavorable image 
of “Madison Avenue” today may well be the 
mantle shared, or even inherited, by marketing 
men tomorrow unless a vigorous and informed 
rebuttal is applied to the nonsense and profes- 
sional bigotry which is The Waste Makers. 

Vance Packard operates on a philosophy of 
literary haste to a much greater degree than 
our marketing economy operates on a philos- 
ophy of consumer waste. 


A. EDWARD MILLER 
McCall’s 


The Consumer Is King 


THE SPENDERS, by Steuart Henderson Britt. (New 
York: McGraw-Hill Book Company, Inc., pp. xiv, 
293. $4.95.) 

The Spenders, by Steuart Henderson Britt, 
is a major, fresh and distinctly original con- 
tribution to the field of marketing, and especi- 
ally advertising. It tells John Dough, in a 
friendly, conversational way what his con- 
sumer life is all about. It does not talk down 
to him, but it certainly pours his ears full of 
new information. 

This is the first comprehensive writing, to 
my knowledge, which pulls together all of the 
little things advertising men know which might 
be of interest to the people for whom advertis- 
ing is aimed. There is a lot of information for 
the advertising man, and all of this and much 
more for any consumer who has enough curi- 
osity to want to know why and how he spends 
all that money. 

The book is not limited to “little things” of 
conversational interest. It gets deep into major 
subject areas such as marketing research and 
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Life’s Study of Consumer Expenditures. Dr. 
Britt has found a way of telling the layman 
about such mysterious items as projective 
techniques, while at the same time making 
them enormously clearer to fellow workers in 
marketing and advertising. The book is pro- 
found and sound. 

This review would be misleading if it im- 
plied that The Spenders offers as much com- 
pelling motivation to the lay reader as do such 
attacks as are reported in The Waste Makers. 
There is a real possibility that the layman may 
put down the book when he reaches the discus- 
sion of such topics as the Life Study of Con- 
sumer Expenditures, or samples and surveys. 
Even so, the first few chapters will do some- 
thing for the consumer and for the advertising 
industry which is long overdue. It may, at long 
last, start the process of educating the public 
about advertising and the advertising business. 

The first reaction of your reviewer, when 
this book appeared, was to write to the Presi- 
dent of the American Association of Advertis- 
ing Agencies as follows: “If the advertising 
business wants to get behind this book and 
encourage reading, both among advertising 
men and laymen, it would be a wonderful 
education move as well as an antidote to Vance 
Packard. Since you have retained a public 
relations counsel, I thought you might wish to 
consider The Spenders in connection with the 
PR activities of the 4A’s.” - 

The Spenders has a great potential. If this 
book can be gotten into the hands of any sub- 
stantial number of consumers or opinion lead- 
ers, it should prove the finest job of public 
relations ever achieved for the advertising 
business. It is to be hoped that both the 
publisher and the advertising leadership will 
promote The Spenders to this end. 

The Spenders is to be recommended not only 
to consumers and advertising practitioners. It 
should rank high on the list of required refer- 
ences for many collegiate advertising courses, 
because it contains so many good ideas and so 
much information. It is written in an interest- 
ing style, and it meets a long-standing need for 
arming our marketing and advertising gradu- 
ates to represent advertising in a positive, en- 
thusiastic, and constructive way. 

The Spenders is not without fault. One 
could argue what should and should not be 
included in a book intended to present the 
motives and buying patterns of consumers. Not 
all of the content seems to serve a single pur- 
pose. Nevertheless, as the first positive—not 
defensive—presentation of the real story of 
consumer behavior, it is to be recommended 
to professionals and laymen alike. It gives 
positive evidence that the consumer is king. 


D. B. LUCAS 


New York University 
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Mass Production Is Not Enough 


THE DISTRIBUTION REVOLUTION, by Walter Hoving. 
me Ives Washburn, Inc., 1960. Pp. v, 150. 
The Distribution Revolution is a success 

story, the story of American free enterprise. 

Written by Walter Hoving, Chairman of Tif- 

fany & Co., its main thesis is that our pros- 

perity stems from the efficiency of a mass dis- 
tribution system. Such a system need not be 
limited to the United States, the author 
asserts, but can work in other countries as well. 

Mass production alone does not make for 
wealth, Hoving feels, but rather is but one 
phase in its creation, along with a flexible 
mass distribution system. Furthermore, says 
Hoving, in trying to become prosperous by 
duplicating the American system, many coun- 
tries succeed only in duplicating mass produc- 
tion. Why? Because of their traditionally low 
wage scale which does not allow for mass 
distribution. 

Persuasively, but with a tendency at times 
towards oversimplification, the author ex- 
pounds on this important theme, citing 13 
cardinal points of mass distribution as de- 
veloped in the United States. 

Hoving is not the first advocate of mass 
distribution. Paul Mazur in The Standards 
We Raise spoke out a few years ago. The 
proper balance to these books has been pro- 
vided by Vance Packard in The Waste Makers 
and John Galbraith in The Affluent Society, in 
which the other side of the distribution coin 
has been presented. 

Contrasting American methods of mass dis- 
tribution with those in foreign countries, the 
author vividly illustrates the 13 points with 
many examples from the rich reservoir of his 
experience in the retail field. The most impor- 
tant points are the following: 

Mass distribution is essential to mass pro- 
duction. There is, however, little understanding 
of the importance of mass distribution in other 
countries. The man who makes a product must 
be able to consume it (the principle of sel/- 
consumption). A prerequisite to self-consump- 
tion is a wage scale which allows the worker to 
buy low-priced products created by mass pro- 
duction. A constantly increasing income is nec- 
essary to raise the level of distribution. For 
this to happen, the worker’s productivity must 
increase—and exceed his wage boost. Otherwise 
inflation will result. 

It is Hoving’s contention that foreign coun- 
tries with an eye to the competitive export 
market refuse to pay higher wages, thus neg- 
lecting their domestic markets. The one price 
principle is essential because it instills confi- 
dence in the purchaser and saves time. As long 
as Arabs and Indians love to bargain, they 
never will have mass distribution. Compulsory 
competition is necessary to mass distribution 


and required by law in the United States. A 
free press supported by many large advertisers 
is a must if the system is to flourish. American 
newspapers cannot fix rates as do foreign 
papers, with the result that advertising in the 
New York Times costs only one-third as much 
as the same space in the largest London news- 
paper and reaches, at the same time, three 
times as many people. 

Consumer conditioning is a point upon which 
Hoving comments with great verve and knowl- 
edge. Retailers should find this section quite 
fascinating. Advertising, by the way, is just 
one phase of “consumer conditioning.” Others 
are: articles in newspapers dealing with fash- 
ion, gardening, etc., display, showmanship, and 
publicity stunts. Fashion and the role obso- 
lescence plays in distribution receive the auth- 
or’s expert attention. The need for frequent 
replacement, the author points out, makes for 
greater consumption of goods. 

Few American businessmen will disagree 
with the basic principles set forth by Hoving. 
Where he becomes more controversial—and 
less convincing—is in his avowed intent to help 
foreign businessmen. The reason? By speaking 
“a language which the man in the street can 
easily understand,” he risks being too rudi- 
mentary for sophisticated foreign executives. 

Of necessity, this approach also leads to 
some oversimplifications. For instance, the 
author often equates mass distribution with 
mass consumption. No mass production is pos- 
sible without mass consumption, and mass 
production, mass distribution, and mass con- 
sumption are but different aspects and dimen- 
sions of one and the same phenomenon, a mass 
economy. If mass production doesn’t function 
in Red China, as the author states, also mass 
distribution will probably not function there as 
long as the preconditions for mass consumption 
are not given. Another example: “It can be 
said without fear of contradiction that adver- 
tising is one of the strongest forces creating 
prosperity.” A highly debatable point about 
advertising is, if purchasing power is very low, 
would advertising increase the total volume of 
business? Nor will more bank accour.ts create 
mass distribution in foreign countries as the 
author asserts. They are concomitant factors 
rather than causes of a mass economy. 

Few businessmen will take kindly to Hov- 
ing’s criticism that they neglect their domestic 
markets by paying their workers too little in 
order to be competitive in the export market. 
It is their conviction that they export to sur- 
vive. Without export there would be no import 
of urgently needed raw materials and food. 
Germany has to import 14 per cent of her gross 
national product, the Netherlands 45 per cent, 
the United States only 3 per cent. 

Likewise, to the European manufacturer 
whose merchandise is excluded from the 
American market by high tariffs, our system 
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of “free competition” appears in a different 
light than to us. 

More convincing to the reader is the author’s 
emphasis on the good, human relationship 
which exists between management and labor 
in this country, a condition which is rare in 
other countries. 

Hoving’s opinions will have an opportunity 
to be tested in part with the development of 
the European Common Market, which will 
have a population of 160 million people within 
one custom area. To the businessmen who will 
find themselves in this mass market of the fu- 
ture, The Distribution Revolution will be a 
helpful book—but with reservations, one of 
which Mr. Hoving himself spells out: namely, 
that different traditions, social systems, and 
psychologies resist emulation of the American 
system. 

KARL GERSTENBERG 


Federated Department Stores 


Predicting from Expectations 


THE QUALITY AND ECONOMIC SIGNIFICANCE OF 
ANTICIPATIONS DATA, a conference of the Uni- 
versities National Bureau Committee for Economic 
Research. (Princeton, New Jersey: Princeton Uni- 
versity Press, 1960. Pp. xi, 466. $9.00.) 

This symposium represents a collection of 
papers prepared by participants in a confer- 
ence held under the auspices of the Universities 
National Burenu Committee for Economic Re- 
search. What marks off the papers in this 
volume from earlier studies is the maturing of 
a consensus about the place of anticipations in 
the economic process. 

The book records much of the progress in 
methods and techniques useful in the predic- 
tion of major changes in business, government, 
and the consumer sector of the economy. Its 
most important feature is the transfer of em- 
phasis from direct forecasting to the use of 
expectational data to analyze decisions. While 
several papers demonstrate the use of anticipa- 
tions data in direct forecasting, it is neverthe- 
less apparent fhat most such data are at their 
best when coj;;bined with other variables to 
allow for biases and interaction of economic 
forces. A sele.ied number of the reported sur- 
veys afford mterials and insights relevant to 
a wide range .f marketing problems. 

Charles C. Holt opens the volume with 
comments on the scarcity of forecasting by 
business firms before World War I, and the 
present uses of forecasts as a tool for business 
decision-making, with particular emphasis on 
the application of electronic computers for the 
solution of important decision problems. Henri 
Theil considers the use of forecasts in govern- 
ment policy-making decisions. His procedure 
measures the accuracy of the Dutch-model pro- 
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jections by comparing the forecast values with 
the corresponding observed values. 

George Katona, a pioneer in developing sur- 
veys with emphasis on psychological variables, 
presents an interesting paper on the measure- 
ment of changes in consumer attitudes and 
expectations, and their influence on purchases. 
Katona inquires into the aggregate (marginal) 
changes in expectations, changes in expecta- 
tions among individuals, and into the factors 
that effect these changes. To measure the 
stability or changeability in responses he com- 
pares successive answers, given by the same 
sample of respondents, to the same or similar 
questions. Another interesting paper by Eva 
Mueller, also of the Survey Research Center 
at the University of Michigan, tests the propo- 
sition that variations in consumer optimism or 
confidence may help to “explain and predict 
fluctuation in consumer spending which cannot 
be explained by income changes.” The time 
series results bear out this hypothesis, al- 
though the period studied is quite short. The 
paper is devoted mainly to a cross-section 
analysis relating major purchases of a family 
to differences in family income, age of head, 
attitudes, and intentions to buy. 

Millard Hastay presents a technical paper 
on an exploratory study of Dun and Bradstreet 
quarterly survey of business expectations of 
individual firms. To analyze the movements of 
change in a set of variables, Hastay uses the 
“diffusion index,” and in his linear equations 
employs the “diffused” data for prediction. The 
sample contains 1400 firms aggregated into 
four broad industrial groups intended to yield 
evidence on sales, employment, inventories, 
prices, and profits. Robert Ferber compares 
Illinois employers’ labor force anticipations 
and Midwest region railroad shippers’ carload- 
ings forecasts. Albert G. Hart revaluates the 
forecasts issued by the Shippers’ Advisory 
Boards of the Association of American Rail- 
roads, as do Bossons and Modigliani. 

A new study on the predictive value of spend- 
ing-intentions data is provided by F. Thomas 
Juster. Data for analysis consist of responses 
to mail questionnaires by subscribers to Con- 
sumer Reports. The report embodies about 
100,000 replies over recent years containing 
information on attitudes and buying plans. 
Juster presents empirical time series correla- 
tions between changes in spending-intentions 
of the CU sample with changes in purchases of 
durable goods by the U. S. population, to ex- 
plore their value as predictors to purchases. 
The results obtained with CU data appear sug- 
gestive from the methodological viewpoint, 
since the correlations are higher compared 
with similar correlations computed for the 
randomly selected sample of the Survey of 
Consumer Finances. 

Morris Cohen of the National Industrial 
Conference Board presents a skillful analysis 
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of the Board’s quarterly survey of capital ap- 
propriations by the 1000 largest manufactur- 
ing companies selected in terms of their total 
assets. The basic rationale of the survey is 
the need to gauge changes in trends in manu- 
facturers’ spending for plant equipment before 
they show up in McGraw-Hill, or SEC-Com- 
merce statistical surveys of anticipated an- 
nual capital expenditures based on the annual 
capital budget. James J. O’Leary of the Life 
Insurance Association of America discusses 
the probable usefulness of data on the forward 
investment commitments of life insurance com- 
panies and other investing institutions as an 
aid in forecasting general business conditions. 
This article contains a new series of interest- 
ing data on indexes and percentage changes in 
new and outstanding commitments and ex- 
pected takedowns of various types of loans and 
investments since 1951. 

The final section of the book is concerned 
mainly with the appraisal and scrutiny of 
methods used in forecasting, and suggestions 
for the improvement of predictive techniques. 
Studies by Levine, Keezer, Ulin, Greenwald 
and Matulis, and Foss and Natrella provide 
valuable information on forecast indicators 
and on factors which affect accuracy in predic- 
tion. Arthur M. Okun concludes the volume. 
His method is to explore some theoretical is- 
sues, review the findings of the aggregative 
time-series relationships between some of the 
anticipations data and realizations, and to 
analyze the information from cross-section 
studies in which the predictive value of ex- 
pectational variables has been appraised at 
the level both of the individual firm and the 
household. 

In summary, it is apparent that the tech- 
niques used in forecasting deserve attention, 
but that the technician must decide which 
method is most suitable for the specific prob- 
lem. The investigation of the characteristics 
of the data, and the scrutiny of data for clues 
to the forecast function as well as to the plan- 
ning and realization function, will undoubtedly 
assist him in making that decision. 


JEAN NAMIAS 
St. John’s University 


Two Views on Consumers 


DETERMINANTS OF CONSUMER DEMAND FOR 
HOUSE FURNISHINGS AND EQUIPMENT, by 
Vernon G. Lippitt. (Cambridge: Harvard University 
Press, 1959. Pp. x, 172. $6.00.) 


CONSUMER EXPECTATIONS, PLANS, AND PUR- 
CHASES: A PROGRESS REPORT, by F. Thomas 
Juster. (New York: National Bureau of Economic 
Research, Inc., 1959. Pp. xiii, 174. $2.50.) 

These two volumes report upon very differ- 
ent approaches to the refinement of forecasting 


consumer demand for durable goods. Each, 
however, represents an advance in the art of 
economic forecasting, bringing it a step closer 
to becoming a science. 

Vernon G. Lippitt’s research on house fur- 
nishings and equipment introduces procedures 
which are applicable to the study of consumer 
demand for other kinds of goods and services. 
By combining cross-section or budget study 
data with time-series data, he has come closer 
to developing a true behavioral demand equa- 
tion than might be accomplished by the more 
orthodox methods of economic forecasting. 

While not the first to employ this two- 
dimensional approach, Lippitt has gone further 
than the others by utilizing advanced statisti- 
cal techniques. For example, whereas most 
cross-section analyses attempt to isolate one or 
two factors by canceling out the influence of 
others, the present study involves simultaneous 
determination of the effects of several family 
characteristics in an attempt to predict aggre- 
gate expenditures. Recognition is given to the 
inadequacy of our current state of knowledge 
regarding the variables which have a signifi- 
cant influence on aggregate expenditures for 
this type of goods. Within these limitations, 
however, careful analyses have been made of 
the predictive value of income, occupation, 
stage in the family life cycle, and certain other 
family characteristics. 

He concludes with the suggestion that “an 
even more effective type of data would be that 
from repeated surveys. Especially if some fam- 
ilies were reinterviewed several times, infor- 
mation of this type would permit a more ef- 
fective joint analysis of the influence of the 
‘cross-section’ and the ‘time-series’ variables. 
It is to be hoped that the work of the Survey 
Research Center at the University of Michigan 
is just a beginning in this direction. 

To some extent, F. Thomas Juster’s research 
on predictions, plans, and purchases of durable 
goods picks up from here by working within a 
framework in which change is a significant 
element, and the interrelationships of various 
factors is the analytic keynote. Although the 
analyses described in this preliminary report 
do not involve time-series data, the cross-sec- 
tional data are of a longitudinal nature, the 
same respondents being reinterviewed over 
time. 

Juster’s concern is with intentions; in par- 
ticular, with relationships between purchase 
intentions, expectations held at the time inten- 
tions are formulated, and subsequent pur- 
chases. His major problem is to find out the 
nature of the expectations on which intentions 
are based and the kinds of change in longer- 
term expectations which take place when 
events fail to conform to short-run expecta- 
tions. 

Although using less sophisticated statistical 
techniques than does Lippitt, Juster too has 
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made significant contributions to the art of 
prediction. His focus is upon a contingent 
action view of household behavior—a depar- 
ture from the traditional approach to predic- 
tion typified by the work of the Survey Re- 
search Center. Rather than adopting the view 
that attitudes, expectations, and buying inten- 
tions are merely different ways of describing 
the frame of mind of the respondent at the 
time of the interview and should be combined 
into an index of optimism, Juster’s research is 
concerned with experiments regarding the ex- 
tent to which proposed actions depend upon 
other events or conditions, and what the lat- 
ter are. 

From a methodological point of view, the 
problem is one of determining the magnitudes 
and the net effect of several variables moving 
together—not only the variables of short-term 
and long-term expectations, of buying inten- 
tions, and of attitudes; but also the respond- 
ents’ “personality traits” (defined by Juster 
as the results of past experiences that influence 
the way a person thinks about economic prob- 
lems), and their “recent history” (defined as a 
household’s notion of what actually has taken 
place in the recent past, including changes in 
income, family composition, purchases, general 
business conditions, and other events that may 
have bearing on the household’s financial situ- 
ation). 

Apart from the tentative substantive find- 
ings, this preliminary report on consumer 
expectations, plans, and purchases is of inter- 
est for its concern with research methodology 
and with the improvement of relevant survey 
techniques. This, in fact, is one of the primary 
objectives of the research project reported by 
Juster. Among the contributions made-—and 
one which all researchers should take to heart 
— is the analysis of the significance of appar- 
ently minor changes in question wording. 

One difficulty with both of these studies, as 
with most studies of consumer purchase pre- 
diction, is that of obtaining adequate data. In 
Lippitt’s research, for example, primary reli- 
ance for cross-section data was placed on the 
Study of Consumer Purchases made in 1935-36, 
primarily because of the large size of its 
sample and the detail of its cross-tabulations. 
However, this period represents a low in the 
business cycle, with much unemployment. Ex- 
penditure patterns for durable goods, there- 
fore, undoubtedly were atypical. And in Jus- 
ter’s research, despite an unusually: large sam- 
ple, the analysis often is limited by the small 
numbers in some cells when several variables 
are held constant. (The technique of partial 
correlation is not employed, apparently because 
“it is very time consuming.”) Furthermore, 
the data are obtained from a rather special 
group of households belonging to Consumers 
Union, with a resulting over-representation of 
the population in the higher income and the 
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lower age groups—where durable goods buyers 
are concentrated; and at the higher educational 
levels—where responses to forward looking 
questions are the most apt actually to corre- 
spond to future behavior, and where more ra- 
tional purchase decisions probably are made 
than in the population at large. The conclu- 
sions drawn in this progress report, therefore, 
are described as “only tentative and quantita- 
tively very imprecise.” 

Despite these limitations, both reports con- 
tain important contributions to the refinement 
of prediction of consumer demand. Moreover, 
both authors are to be commended for their 
recognition of the relevance of social and 
psychological factors in forecasting demand 
for durable goods, a reflection of a growing 
trend among economists. 


BABETTE KASS 
Babette Kass * Creative Research Designs 


A Consumer Panel Review 


COLLECTING FOOD PURCHASE DATA BY CON- 
SUMER PANEL, by G. G. Quackenbush and J. D. 
Shaffer. (East Lansing, Michigan: Michigan State 
University, 1960. Pp. 2, 74. No charge.) 

Users and operators of consumer panels and 
others interested in research methodology will 
find this pamphlet by Quackenbush and Shaffer 
well worth reading. It describes in detail the 
operations of the Michigan State University 
Panel in Lansing, Michigan, from 1951 to 1958. 
The problems which are discussed are not 
unique to Lansing but are those faced by all 
panel operators. 

The initial section deals with sampling. The 
M. S. U. Panel of 300 households was drawn 
from a sample census of Lansing. As with all 
panels, the cooperation rate was of major con- 
cern. During the eight-year period, the per 
cent of invited households who returned diaries 
ranged from 40 to 50 per cent. 

Characteristics of households which refused 
to join the panel were somewhat different from 
those of panel members. As might have been 
expected, education of the housewife was a 
factor, as were age of housewife and presence 
of children in the home. There is some evidence 
that these differences were increased by the 
maintenance procedure, since the 1951 recruits 
were more like the total population than were 
the 1958 panel households. A major difference 
between panel members and refusals was that 
panel households did more gardening and 
canning. Recruiting experiences of other panel 
operators have been rather similar to those at 
Lansing. In larger cities, where canning and 
gardening are less common, this has been 
translated into the fact that panel members 
are more likely to be interested in other home- 
making activities. A special survey of the 
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Lansing Panel also indicated greater than 
average interest in homemaking. 

Of particular use to prospective panel cpera- 
tors will be the description of efforts made and 
costs required to train and to maintain per- 
sonal relations with the Lansing panel mem- 
bers. Quackenbush and Shaffer indicate that 
these rapport-building efforts took more inter- 
viewer time and money than did the initial 
recruiting and recruiting of substitute families 
—and this is likely to be the case in general. 

The Lansing Panel was used primarily to 
obtain purchases of food products, but, in 
addition, a unique attempt was made to collect 
weekly income information. This effort was 
generally successful because of the excellent 
rapport established with the panel families. A 
tendency was found, however, for weekly in- 
come reports to be about 4 per cent too low 
when compared with annual data. A useful 
discussion of the reasons for the inaccuracies 
and for improvements in the techniques is 
included. 

In 1959, a special recall questionnaire was 
sent to the former members of the Lansing 
Panel asking whether they had been condi- 
tioned and, if so, to what extent. Conditioning 
was defined as such changes in behavior as 
spending less for food and trying new or differ- 
ent foods. Answers indicated that most fami- 
lies thought they were conditioned, although, 
when asked how much they now spent on food 
compared with previous spending, the average 
change was less than two per cent. 

Similarly, when questioned about their re- 
porting practices, panel members guessed that 
they had failed to report about 4 per cent of 
their total purchases. 

While these recall data are interesting, they 
cannot be accepted at face value. The only 
serious criticism which can be made of this 
Lansing report is the absence of any caveats 
by the authors about the reliability of their 
recall data in the areas of conditioning and 
reporting. It is not likely that recall techniques 
are sensitive enough to measure panel condi- 
tioning or reporting. Data on these topics can 
probably best be obtained from experiments on 
panels while they are operating. A discussion 
comparing food purchase data obtained by 
diary methods with data obtained by recall in 
Lansing indicates that recall tended to over- 
state purchasing by 20 per cent. 

To summarize, Quackenbush and Shaffer 
have presented a detailed look at a well-run 
local panel. Many of their findings can be 
generalized to other panel operations. Their 
data on conditioning effects and reporting 
problems based on a final recall study, while 
interesting and suggestive, are probably not 
as accurate as their data on sampling prob- 
lems. 

The reader interested in panels should also 
see Boyd and Westfall’s 20-page booklet, An 


Evaluation of Continuous Consumer Panels as 
a Source of Marketing Information, published 
in 1960 by the American Marketing Associa- 
tion. Its purpose is to discuss rather generally 
the uses of consumer panels and some of the 
problems in their operation. It is, thus, some- 
what broader in scope than the Quackenbush- 
Shaffer pamphlet, but necessarily less detailed. 


SEYMOUR SUDMAN 
Market Research Corp. of America 


Eight Supermarkets and How 
They Grew 


THE STRUCTURE OF A RETAIL MARKET AND THE 
MARKET BEHAVIOR OF RETAIL UNITS, by Bob 
&. Heldren. (New Jersey: Prentice-Hall, Inc., 1960. 
Po, xii, 203. $4.50.) 

A doctoral dissertation competition spon- 
sored by The Ford Foundation is responsible 
for making this excellent and worthwhile study 
readily available to an interested academic 
public. This monograph is an exciting, rigor- 
ous, and non-esoteric treatment of an ex- 
tremely difficult (also neglected) area, the 
economics of food retailing. Part of the analy- 
sis is of a mathematical nature. However, those 
with limited background in mathematics will 
experience very little difficulty in understand- 
ing the work. 

For his economic laboratory, Professor Hol- 
dren chose a small midwestern city and re- 
stricted his analysis to its supermarket popu- 
lation of eight establishments. The first content 
chapter is devoted to a detailed description of 
this particular retail market, its urban setting, 
and other similar information for retailing. 
Unfortunately, some of the stores in the sam- 
ple were unco-operative, and many of the facts 
vital to the analysis had to be obtained in an 
indirect fashion. 

After introducing the general problem, the 
author specifies his case with three analytical 
chapters dealing with the so-called “decision 
variables open to the retail-unit and the set 
of constraints under which it operates.” These 
include such things as the cost and production 
functions of supermarkets, the pricing mech- 
anism, and the non-price elements of the 
firm’s market offer. By themselves these chap- 
ters would contribute a valuable addition to 
our body of marketing literature. For example, 
13 sources of the supermarket’s non-price mar- 
ket offer variations are listed and described in 
good detail. These include such things as loca- 
tion, quality and type of service, packaging, 
and store environment. Implementing this clas- 
sification the author attempts to compare the 
offer variations of the eight stores studied. It 
is one of the best descriptive pieces in the 
literature on this subject. 
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The next chapter is a distillation. The author 
takes the information in the preceding three 
chapters, together with data from other 
sources, and constructs a demand function. 
Starting with the simplest case, a single prod- 
uct demand function, he proceeds to develop a 
full multiproduct function for the supermarket. 
This function is described to the reader in the 
form of three fairly simple mathematical 


equations which cover the cases of: (1) com- | 


modities with a transfer effect; (2) goods 
where the transfer effect is zero; and (3) 
commodities termed “price-fixed.” Since this 
is an incomplete model, the reader becomes 
dependent on the subsequent three chapters 
for a fuller understanding of the implications 
inherent in this approach to the problem. 

A chapter is devoted to a development of the 
general theory of the n-product firm. It in- 
corporates, and rather uniquely, the non-price 
offer variation. This in itself is a significant 
contribution to the theory of the muitiproduct 
firm. In the next chapter this general theory 
is specialized for application to supermarkets. 
Because the ordinary maximizing model is an 
insufficient instrument of analysis for the 
study of some retail decisions, Dr. Holdren 
offers the reader an additional chapter which 
deals with the problem of variations in the 
product-line. Up to this point the model has 
only considered varia;ion in product-line as 
an implicit demand mxnipulation factor. Here 
the analysis focuses oy, the idea of discovering 
the limits for the solution to the optimizing 
problem and not a unique set of price-offer- 
product conditions. 

One of the important merits of this work 
relates to the skillful and painstaking deductive 
arguments which the writer puts forth to build 
his case. Going from the “known” facts of the 
market and the firms involved, the reader is 
led through a kind of logical labyrinth result- 
ing in some interesting and challenging hy- 
potheses. This gamut extends from generaliza- 
tions relating to the best type of product to use 
for loss leaders to assertions about market 
structure, such as, “supermarkets are monopo- 
listically competitive and cannot be oligopolists 
in a particular market.” 

Because of data limitations this study has 
to be looked upon as a good close approxima- 
tion to reality. It should serve both the teacher 
and the researcher quite admirably. In the 
case of the former, the descriptive sections on 
pricing, the non-price offer, and costs will 
be valuable information to have in the class- 
room. For the latter, this volume is a treasure 
house of ideas waiting to be further explored. 
Serious students of retailing will look to Pro- 
fessor Holdren’s book as a source of academic 
inspiration. 


LAWRENCE X. TARPEY 
University of Kentucky 
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Sales Managers Are Human 
THE FIELD SALES MANAGER, edited by Albert 

Newgarden. (New York: American Management 

Association, Inc., 1960. Pp. 10, 380. $7.50.) 

A thought-provoking text for field sales 
managers, this consists of contributions by 
educators, sales managers, and businessmen of 
unquestionable stature in their respective 
fields. 

The same general theme is carried through- 
out the book, an astounding feat for such a 
diverse group of personalities. 

Subject matter covered includes: planning, 
organization and control; leadership; recruit- 
ment; training; and development. All of the 
above areas of the field sales management 
function are treated knowledgeably and sym- 
pathetically as indicated by the following ex- 
cerpts chosen at random: 

“Of all the things a field sales manager is 
expected to do, few are more difficult, or 
more rewarding if properly done, than the 
planning and organizing of territorial cov- 
erage.” 

“Although the alarming increase in the 
cost of maintaining a sales force over the 
past several years has stimulated a great 
deal of thought and activity directed toward 
improving the efficiency of the individual 
salesman, there is still much room for im- 
provement. In an age when almost every 
movement of the production worker has been 
timed, photographed, and analyzed, there are 
still far too many sales managers who don’t 
see anything wrong with the idea of having 
their salesmen ‘just go out and make calls.’ 
In some sales organizations there is so little 
evidence of planning that one is forced to 
conclude either that management has placed 
so much emphasis upon the creative aspects 
of selling as to ignore entirely the matter 
of planning and organization, or that, while 
management acknowledges the necessity for 
an organized approach, it considers such an 
approach too difficult to attempt.” 

“From these basic perceptions—that our 
personal self-regard is tenuous at best, and 
that the human personality is a two-sided 
thing, capable of both good and evil—it is 
possible to identify certain almost universal 
motivating forces which each of us, as a 
field sales manager, can employ construc- 
tively in the development and motivation of 
men: (1) The need to be loved. (2) The fear 
of disapproval or rejection. (3) The mechan- 
ism of curiosity. (4) The mechanism of 
identification. These are four foundation 
stones upon which the sales manager can 
successfully base his training and motivat- 
ing efforts.” 

Integrated with the text, one finds field- 
proven forms and checklists for virtually any 
phase of the profession from sales meetings to 
recruitment. 
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It would be virtually impossible for a work- 
ing sales manager or an aspiring salesman 
to peruse the contents of this book without 
being inspired to put some of the ideas pre- 
sented into practice in his own operation, to 
his and his employer’s benefit. 

In summary, this is a good reference to 
have handy when considering the launching of 
a new program or the improvement of an old 
one. It is a vehicle of thought stimulation. 


ROY E. LEE 
Philco Corporation 


Sales Management Revised 


MARKETING MANAGEMENT, by D. Maynard Phelps 
and J. Howard Westing. (Homewood, Illinois, 
Richard D. Irwin, Inc., 1960, Pp. xvii, 846. $7.95.) 
This is a revision of Sales Management, 

Policies and Procedures by D. M. Phelps, pub- 
lished in 1951. The title Marketing Manage- 
ment was chosen because this term has gained 
acceptance since 1951 to describe “the mana- 
gerial aspects of all activities included under a 
broad definition of marketing.” This volume 
might well have been titled: “Marketing Poli- 
cies and Sales Management.” The number of 
pages is reduced from 902 to 846, but a more 
condensed type is used so that the number of 
words is greater than in the 1951 edition. 

The topics covered in the first portion of the 
book include Product Planning and Develop- 
ment; Product Testing; Brands and Trade- 
marks; Packaging; Labels and Labeling; 
Warranty; Service and Service Policies; Mar- 
ket Analysis; Market and Sales Forecasts; 
Pricing and Price Policies; Planning the Mar- 
keting Organization; Departmental Responsi- 
bilities and Relationships; Planning and Ad- 
ministering the Marketing Program; the Ex- 
pense Budget; and Manufacturer-Distributor 
Relations. The material in this portion of the 
book was increased some 8 percent (number 
of words). 

The topics covered in the portion of the 
book dealing with Sales Management include: 
Management’s Problems and Responsibilities; 
Recruitment and Selection of Salesmen; Train- 
ing Salesmen; Determining Sales Territories; 
Salesmen’s Work Assignments including 
Quotas; Supervision of Sales Force; Motivat- 
ing Sales Force; Control of Salesmen’s Ex- 
penses; Measurement and Appraisal of Sales- 
men’s Performance; and Compensation of 
Salesmen. The material in this part of the 
book is slightly condensed from the earlier 
work. 

The volume concludes with an interesting 
chapter on the Control of Marketing Opera- 
tions. 


Books on the management of sales person- 
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nel appeared somewhat earlier than did books 
on marketing policies. I recall that teachers of 
Sales Management in the early 1920s thought 
and discussed the idea that the sales manager 
should have much broader duties than super- 
vising the sales force; that he should formu- 
late the marketing policies of his company and 
be responsible for their execution; in short 
that he should be a vice president in charge 
of the marketing activities of the company. 
This idea has since gained considerable ac- 
ceptance. In » company of any considerable 
size one man cu:.not formulate marketing poli- 
cies, supervise their execution, and manage any 
large number of salesmen. Thus there are two 
or three executive positions—a top marketing 
executive, a manager of sales personnel, and an 
advertising manager (when advertising is 
important in the company’s selling activities) . 
The book under review covers the fields of 
determination and execution of marketing 
policies; and of the management of the sales 
personnel. 

This is a textbook, of over 400,000 words. 
Most of the undergraduate students using this 
book as a text will be seniors or second-semes- 
ter juniors. A three-hour semester course 
usually has some 45 class meetings. This would 
work out daily assignments to some 19 pages 
or 10,000 words. This is a reasonable amount 
if too much additional material is not required. 
This book will fit the needs of schools wanting 
a course combining marketing policies and 
sales management. Chapters vary greatly in 
length from 11 to 40 pages. 

The question is whether the number, variety, 
and importance of topics can be adequately 
covered in a single semester. It seems to the 
reviewer that two semesters are needed—one 
for marketing policies (marketing manage- 
ment, if you prefer) and one for sales manage- 
ment. This book might be used for a two- 
semester course if considerable additional 
material is assigned—preparation of sales 
talks and sales manuals, problems, cases, inter- 
views with marketing executives, assigned 
papers, and library reading. 

This suggests that the book might have been 
divided into two volumes—one on the manage- 
ment of sales personnel and one on marketing 
management. The volume on Sales Manage- 
ment might well have been increased to include 
material on salesmanship. Some schools devote 
little or no attention to salesmanship. This 
might induce schools with no course in Sales- 
manship to give it some attention in the course 
in Sales Management. The volume of Market- 
ing Policies and Management could also be 
enlarged to treat additional topics or to give 
fuller treatment to some of the topics included. 

This book is well written by two top market- 
ing scholars. The treatment of the various 
topics is broad and logical. Subjects or situa- 
tions are defined or described and the advan- 
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tages and disadvantages of alternative policies 
or courses of action (for example, leasing 
equipment, methods of paying salesmen) are 
clearly presented so that the student or execu- 
tive can select the method best suited to his 
situation or circumstances. 


PAUL D. CONVERSE 
University of Lilinois 


Advertising in Four Quadrants 


AN ANALYTICAL APPROACH TO ADVERTISING 
EXPENDITURE STRATEGY, by Robert S. Weinberg. 
(New York: Association of National Advertisers, 
Inc, 1960. Pp. x, 125.) 

This book is an expansion of a presentation 
on advertising planning given to the Associa- 
tion of National Advertisers. It is written in 
clear, simple language, such that the non- 
mathematician can follow the logical develop- 
ment. Many times a descriptive phrase is used 
in place of an algebraic designation in a for- 
mula. Arithmetic data, presumably hypotheti- 
cal, are substituted in each of the computa- 
tional steps in the sglutions. There is a liberal 
number of illustrarive graphs, charts and 
tables. A reference is given to an article by 
the same author in the Journal of Operations 
Research showing the mathematical reasoning 
behind some of the ‘theories. 

A problem is posed wherein a company’s 
dynamic environment is subdivided into eco- 
nomic, competitive, internal, and institutional. 
These four types of environment are combined 
to determine the company’s general economic 
activity; and the efficiency of the company ac- 
tions are determined by the interactions of 
these four environmental factors. These basic 
relationships are graphed in a four quadrant 
static model, i. e.: (1) economic, the relation- 
ship of the index of general economic activity 
to total industry sales; (2) competitive, total 
industry sales to company sales; (3) internal, 
a company’s sales to a company’s net profits 
before taxes; and (4) institutional, net profits 
before taxes to { company’s net profits after 
taxes. Curves ary’ drawn for each of these re- 
lationships and, “reading clockwise around the 
four quadrants (‘he first relationship is placed 
in the lower left), one can interpret as fol- 
lows: At any point selected on the general 
economic index axis a corresponding point can 
be located on the total industry axis. Next, the 
company sales associated with this point on 
total industry axis can be located on the com- 
pany sales axis. The net profit before taxes 
associated with the company sales is then 
found, and, finally, the net profit after taxes. 

The second quadrant, the relationship of 
company sales to total industry sales, can per- 
haps be controlled to a greater extent than the 


April, 1961 


others by company strategies. Therefore, a 
major portion of this book is concerned with 
illustrations of various advertising expenditure 
strategies such that profits are maximized. The 
effects on profits are shown if, for example, a 
company over time periods wishes to increase 
its brand share substantially, somewhat, or 
have it remain the same. Examples also are 
given of this effect on profits if demand were 
to remain constant but competition were to 
vary. An especially interesting concept called 
the “advertising exchange rate” brings out the 
fact that a company’s advertising expenditures 
are relative to those of competition. Gross ad- 
vertising exchange rate is the company ad- 
vertising expenditures divided by company 
sales proportioned to total industry advertis- 
ing expenditures divided by total industry 
sales; net advertising exchange rate is the 
company advertising-sales ratio proportioned 
to the competition advertising-sales ratio. It is 
pointed out that this technique may be ex- 
tended to cover other types of promotional 
activity. 

An advertising expenditure planning chart 
is shown that can be read to answer questions 
of the following types: Given a company mar- 
keting objective, how much should a company 
spend on advertising to be consistent with 
competition, or, conversely, how much will 
competition spend on advertising in order to 
be consistent with company advertising re- 
quirements? Given the expected level of com- 
petition advertising expenditures, what com- 
pany marketing objective will be consistent 
with what level of company advertising ex- 
penditures, or conversely, how much should a 
company spend on advertising to obtain a cer- 
tain marketing objective? 

The author, realizing the limitations of 
graphic presentation, has pointed out that 
with the aid of computers, certain advertising 
expenditure planning tables can be generated. 
One such table is presented showing a com- 
pany’s advertising expenditure requirements, 
given the company’s desired marketing ob- 
jective and competition advertising expendi- 
tures. Examples of other types of tables that 
can be generated are: What will be the com- 
pany’s expected change in market objective, 
given the competition and company advertis- 
ing expenditures? What will be the implied 
competition advertising expenditures, given the 
company’s marketing objective and advertising 
expenditures? 

Two case studies are given: the one, a gen- 
eral model for determining an optimal ad- 
vertising expenditure level, and the other, a 
model for determining an optimal advertising 
expenditure level in the face of uncertainty. 

The appendix includes a very complete bibli- 
ography in addition to an excellent discussion 
of uses and limitations of mathematical model 
building applied to marketing situations. 
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The ideas unfolded in this book are valuable 
tools for market research groups to use for 
testing various strategies. A tremendous 
amount of background work in curve fitting 
the various relationships must be done, how- 
ever, before the technique can be tailored to 
fit specific company situations. One should 
carefully analyze his own company’s environ- 
ment and what variables other than advertis- 
ing to include in the model such as sales pro- 
motion, introduction of new products, the effect 
of research and development, etc. In my 
opinion this book is an outstanding contribu- 
tion toward bringing more scientific ap- 
proaches into the marketing field, especially 
valuable for top management to use in long 
range planning. 

OLIVER B. SCHENK 


The Pillsbury Company 


Signs of the Times 


SYMBOLOGY, edited by Elwood Whitney. (New York: 

Hastings House, 1960. Pp. 192. $6.95.) 

Although the book is interesting, the title 
leads one to expect it to deliver much more 
than it does. I hungrily opened it with the 
anticipation that at long last here would be a 
treatise on the science of symbols applicable 
to marketing and advertising problems. What 
I found instead was a collection of anecdotal 
articles by leading personages interested in 
symbols. 

Each of the articles is quite different and 
should be reviewed individually. 

The first article, “The Challenge of Symbol- 
ogy,” by Rudolf Modley, affirms that a sci- 
ence of symbology is needed. He points out 
that symbols have different meanings in differ- 
ent cultures and that the science of symbology 
will broaden the basis from which the artist 
and the designer can create new symbols which 
have coherency for the eye and for the mind. 

“Hobo Symbology,” by James A. Maxwell, 
discusses the symbols hobos use to communi- 
cate with one another. The main point of the 
article, in addition to its being amusing and 
interesting, seems to be that commonplace 
forms can be given special meaning by selected 
groups. 

“Symbology in International Industry,” by 
Dino Olivetti, simply outlines Mr. Olivetti’s 
beliefs that good design and business go to- 
gether. This applies to all activities ranging 
from building through machine tool design, to 
advertising. 

“Symbology on the Highways of the World,” 
by William G. Eliot, describes the meaning of 
international road signs. 

“Symbology in Advertising,” by Fairfax M. 
Cone, takes another tack. Mr. Cone discusses 
various image building ads and why they are 


successful. These ads include the Marlboro 
man, Smokey the Bear, and the Northern 
Baby. 

“Symbology vs. Illiteracy,” by Dr. Frank C. 
Laubach, makes the point that it is possible 
to go into a backward society and work out 
a printed language to correspond to the spoken 
language. He stresses that advancement is not 
possible until men become literate. 

“Symbology and the Corporate Image,” by 
Domenico Mortellito, emphasizes that a visual 
symbol is an important contribution to cor- 
porate image and that its design must be 
treated with care. 

“A Designer Scans the World of Images,” by 
George Nelson, makes the point that objects 
can take on symbolic values. For example, 
Henry Ford can represent big business, and 
an overstuffed arm chair represents an old 
fashioned men’s group. 

“Psychological Aspects of Visual Communi- 
cations,” by Irving A. Taylor, represents the 
meat of the book. This is the only article which 
discusses the science of symbols. Dr. Taylor 
presents a number of principles which artists 
and designers can use in the development of 
new symbols. Such principles as proximity and 
consistency are discussed. 

“Symbology and Medicine,” by Dr. Felix 
Marti-Ibanez, discusses the symbolic meaning 
attached to certain medical symbols such as 
the caduceus, the Eye of Horus, and the 
Centaur. 

“Symbology in Religion,” by Rev. Marvin 
P. Halverson, discusses the meaning of various 
related symbols, such as the three rings, the 
cross, and the candlesticks. 

“The Need for Symbols,” a by 
Frank Stanton, points out that in this fast- 
moving world it is important to communicate 
rapidly and that symbolization is a very im- 
portant way to speed up communication. 

All in all, the book offers little to marketing 
men or other professional men who are look- 
ing for a serious discussion of the science of 
symbols. 


EDMUND W. J. FAISON 
Visual Research, Incorporated 


Flexible Budgeting Renamed 


PROFIT PLANNING THROUGH VOLUME-COST 
ANALYSIS, by John Y. D. Tse. (New York: The 
Macmillan Company, 1960. Pp. ix, 240. $7.95.) 


A sketch of the plot should be presented, per- 
haps, before attempting to evaluate the per- 
formance. 

“Profit planning through volume-cost analy- 
sis,” says the author, “is a modern concept of 
management planning, ...a study of what a 
business’ costs and expenses should be and 
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will be at different levels of operation, and it 
includes a study of the resultant effect upon 
profit due to this changing relationship be- 
tween volume and cost.” It is meant to sup- 
plant fixed budgeting. 

This tool is applied in Part 1: to Planning 
Capital Expenditures, a chapter consisting of 
one paragraph of discussion and a “case”; to 
a chapter on Make-or-Buy Problems with two 
textual paragraphs (one transitional) and a 
“case”; to Keeping or Dropping an “Un- 
profitable” Product—three paragraphs and 
two “cases”; in Pricing Decisions, having two 
“cases” and some commentary; and to Cost 
Control, a reprise chapter containing another 
“case”. That chapter, by the way, contains the 
statement, “This system (volume-cost analy- 
sis) is more commonly known as variable 
budgeting or flexible budgeting, a term which 
will be used hereafter in this book to mean 
volume-cost analysis for cost-control pur- 
poses.” 

Part 2 is entitled “Making Your Improved 
Budgeting System Work.” This, too, relies 
primarily on case materials although the 
commentary is somewhat more extensive. The 
book ends with three cases called appendices. 

This is not an easy book to assess. The ob- 
jective of selecting topics “on the basis of their 
educational value for management” does not 
seem fulfilled. Textual materials, if pruned of 
repetitious statements, hardly flesh out an 
article; and this material is not well presented. 
The cases are likely to bore the executive and 
be superfluous, or excessive, for the specialist. 
Sometimes one feels that this is a compendium 
of MBA (Stanford) and DCS (Harvard) case 
studies, although most if not all apparently 
are from accounting and management consult- 
ing experience. “A unique feature of this book,” 
says the author, “is that it contains a number 
of actual cases covering a variety of situa- 
tions.” The uniqueness is in doubt. 

The author is not overly modest: “the auth- 
or’s formula, table, and charts ... are now 
made available to the public for the first time.” 
There is no bibliography or index, and no refer- 
ence to any other person (merely footnotes of 
Tse on Tse). Accountants, economists, re- 
searchers, and consultants may wonder that 
flexible budgeting and its auxiliary techniques 
is purported to be so new. 


D. F. BLANKERTZ 
University of Pennsylvania 


Trough to Peak to Trough 


FEDERAL RECEIPTS AND EXPENDITURES DURING 
BUSINESS CYCLES, 1879-1958, by John M. Fire- 
stone. (Princeton, New Jersey: Princeton University 
Press, 1960. Pp. xvi, 176. $4.00.) 


This is the most recent volume in the Na- 
tional Bureau of Economic Research series of 
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Studies in Business Cycles. It is relatively 
short, with 75 pages of text followed by an 
appendix, mostly tables, of 97 pages. 

This study employs the National Bureau 
method of cycle analysis developed by Burns 
and Mitchell in Measuring Business Cycles 
(1947). Since this method involves its own 
special terminology, such as “reference dates,” 
“reference cycle segments,” and “cycle rela- 
tives,” and involves a nine-stage analysis of 
each cycle from trough to peak to trough, it is 
most helpful to the average reader that the 
method is explained in the book’s first chapter. 
That chapter also lists the 20 cycles, with the 
trough-peak-trough reference dates, for the 80 
years covered by the study. 

The study aims “to provide a basic, quanti- 
tative description of the cyclical behavior of 
federal cash receipts, expenditures, and sur- 
pluses and deficits since 1879.” In Chapter 2 
Professor Firestone provides an extremely 
condensed “Summary of Findings.” The study 
finds that in peacetime there is a well-estab- 
lished pattern for federal government budgets 
to behave cyclically, with, as a rule, cash sur- 
pluses in times of prosperity and deficits in 
depressions. This surely is what is expected, as 
is also the finding that the rise in net surplus 
in the expansions and the fall, often into defi- 
cits, during contractions, have been dominantly 
due to expanding and contracting revenues. As 
for expenditures, they actually have risen, 
typically, during both recovery and recession 
phases. With respect to revenue fluctuations, 
the not surprising conclusion is reached that 
the general conformity of government receipts 
to the business cyele is due to variations in the 
tax base, not to any systematic changes in the 
rates. 

One interesting conclusion is that there is a 
peacetime cyclical pattern, with good conform- 
ity to the reference business cycle pattern, 
which tends to be reestablished after wars. 
Thus the four interwar cycles, 1921-1938, and 
the most recent cycle, 1954-1958, bear a re- 
semblance to the general cyclical patterns of 
the ten peacetime cycles before World War I. 

How federal fiscal operations increased enor- 
mously over the 80 years studied is detailed in 
Chapter 3. This is familiar material. Accom- 
panying long charts plot the values on a ratio 
scale monthly (seasonally corrected, but not 
so indicated). However, the 960 values plotted 
for each series present such confusing saw- 
tooth patterns that visuai comprehension of 
cyclical behavior simply is not possible. The 
National Bureau method of cyclical behavior 
simply is not possible. The National Bureau 
method of analysis saves the day. By this 
method the seasonally adjusted data are proc- 
essed into individual and average cycle pat- 
terns for receipts, expenditures, and surpluses 
and deficits. There are 29 detail charts to 
bring out these cycle patterns. It is with their 


| 
‘ 
* 
1 
20 
ie \ 
3 
BP 
me 
at 


analysis that the last four chapters of text are 
concerned. 

In these chapters much of significance can 
be found. There is confirmation that in peace- 
time a built-in compensatory movement of 
federal finance occurs consistent with modern 
stabilization theory. This is true even in the 
ten cycles before World War I, when there 
was no conscious effort by government to 
follow fiscal policy. In the four interwar period 
cycles, 1921-1938, there was a long lag in 
the countercyclical tendency. However, “pay- 
as-you-go” on income taxes and purposeful 
adoption of fiscal policy seem now to have re- 
duced the lag. At least this conclusion is sug- 
gested by the experience of the most recent 
cycle, 1954-1958. 

Professor Firestone has produced a straight- 
forward, workmanlike report. It confirms 
much which has been generally believed to be 
the case, but it is good to have it clearly docu- 
mented by the National Bureau method of 
analysis. At some later date, with a few more 
cycles behind us, it will be time to analyze 
broad categories of expenditures, and also 
personal and corporate income tax revenues 
separately. Meanwhile, this study is a welcome 
addition to the National Bureau series. 


S. STERLING McMILLAN 
Western Reserve University 


Appraising the Economy Size 


THE ECONOMIC CONSEQUENCES OF THE SIZE OF 
NATIONS, edited by Austin Robinson. (New York: 
St. Martin's Press, Inc., 1960. Pp. vii, 447. $10.00.) 
This is a compilation of nineteen papers pre- 

sented at the 1957 conference of the Interna- 

tional Economic Association held in Lisbon. 

The authors and participants are from the 

U.S.A., European countries, and Brazil, Israel, 

Australia, and India. 

The issues for consideration of the confer- 
ence are listed under fifteen headings. The 
nineteen papers reveal, in various degrees, 
independent interpretations of the meaning of 
“economic consequences,” of “size” and of 
“nations.” There is also an inevitable amount 
of repetition and contradiction. However, the 
discussions comprising 100 pages add con- 
siderable insight into the official papers. Indeed, 
this reviewer is inclined to consider these 
pages of discussion more informative and 
stimulating than the individual papers. 

Students of marketing would be particularly 
interested in the discussion of such subjects as: 
“Study of the size and efficiency of the Ameri- 
can economy” by S. Fabricant of New York 
University; “Are the economies of scale un- 
limited?” by J. Jewkes of Merton College, Ox- 
ford; “Size of markets, scale of firms, and the 
character of competition” by C. D. Edwards 


of the University of Chicago; and “The size of 
the economy and its relation to stability and 
steady progress”—one article by I. L. Tarshis 
of Stanford University and another with the 
same title by G. Leduc and J. Weiller, both of 
the University of Paris. 

Students of international business and of 
international economics would be interested in 
the entire volume. This is particularly true be- 
cause of the country studies — Switzerland, 
Belgium, Italy, Austria, Portugal, and Aus- 
tralia, as well as a discussion of customs 
unions. 

The book is provocative in that the reader 
is constantly questioning the validity of treat- 
ment provided by the several authors. There is 
much evidence that the writers follow the 
path of theoretical economists in setting up 
models that may or may not be representative. 
On the other hand, some of the authors show 
cognizance of the state of business organization 
as it is to be found in their treatments of their 
particular subjects. As stated above, the report 
of the discussion sheds much additional light 
on the several chapters and also reveals con- 
siderable criticism and disagreement among 
the participants. 

Another characteristic of the presentations 
is the proof of either what is obvious or what 
a well-informed student would have expected. 
For example, the fact that the American 
economy is dominated by moderate size indus- 
tries, despite the number of huge enterprises; 
the fact that Switzerland’s achievements are 
based essentially on the country’s political 
position and its ethnic endowments; that small 
nations (particularly those in Europe) depend 
on international trade more than large nations 
do; that monopoly is a greater threat in 
small countries than in large; that dependence 
upon international trade for viability is pre- 
carious; and that integration of the economies 
of small countries into larger groups by means 
of customs unions offers opportunities for ex- 
panded markets. 

The book is a valuable compilation for use 
in courses dealing with domestic and foreign 
markets and with international economics. 
This reviewer doubts that many businessmen 
would appreciate the volume. 


ROLAND L. KRAMER 
University of Pennsylvania 


Saving the Core 


RESIDENTIAL RENEWAL IN THE URBAN CORE, by 
Chester Rapkin and William G. Grigsby. (Phila- 
delphia: University of Pennsylvania Press, 1960. Pp. 
xv, 131. $3.75.) 

The question of urban renewal and re- 
development has come to the fore in recent 
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years. It has received increasing attention as 
the problems of the core cities of our metro- 
politan areas have made themselves promi- 
nent, partly in contrast to the higher growth 
levels of and population shifts to the fringe 
suburban areas. 

While considerable rebuilding has been tak- 
ing place throughout the country, little has 
been revealed as to how the decisions were 
made that determined the nature of new con- 
struction in specific areas. This volume is de- 
voted to just that problem. It deals with the 
nature of the market for housing in a portion 
of downtown Philadelphia. 

Philadelphia, in many respects, has been 
among the leaders in developing techniques 
for planning for, and carrying out, urban re- 
building. It conceived a plan for renewing 
the residential character of an area bordering 
on Independence Hall. Here, within the Central 
Business District, remain structural evidences 
of the earliest settlers and of many of those 
who fashioned so well in helping shape the 
republic. These are priceless mementos of the 
past that deserve preservation in a suitable 
environment. 

That environment is now far from suitable. 
About a century ago the elite residential area, 
known as Society Hill, began to lose its charac- 
ter as population shifted westward. More re- 
cently the shift is to the suburbs. The en- 
croachment of industry and commerce, im- 
possible traffic conditions, and general deteri- 
oration make this area ideal for rehabilitation, 
especially since the deteriorated wholesale food 
market, an earlier deterrent to constructive 
redevelopment, has now been moved elsewhere. 
Perhaps more important is the problem, faced 
by many metropolitan areas, of trying to 
stimulate a renascence of the heart of the 
Central City. Hence, the plan for a new So- 
ciety Hill: dramatic high-rise, high priced, 
apartment buildings; expensive new town 
houses; rehabilitated apartment units, all in 
a setting of open green space studded with 
historical structures. 

Here again Philadelphia demonstrated its 
leadership. Rather than go ahead with a multi- 
million dollar project providing housing for 
a limited market without knowing the extent 
of the demand, it commissioned a study to in- 
vestigate that problem. The Institute for 
Urban Studies, University of Pennsylvania, 
received the contract and Messrs. Rapkin and 
Grigsby carried out the study, reported on in 
this volume. 

In a very real sense, the title of this work 
is misleading for it is a market analysis and 
not a treatise on residential renewal. Its 
value as a published work—not in a limited 
report form—is as a guide for other studies 
of similar nature. In this sense it provides a 
very valuable and path-breaking manual. For 
the authors have gone far beyond the typical 
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demand analysis. By a skillful combination of 
economic, demographic, and market data they 
have welded together an analysis that is logi- 
cal, comprehensive, and realistic. 

In this reviewer’s opinion, theirs is a unique 
contribution. True, they had the advantage of 
working on a previous (unpublished) study 
that similarly dealt with the market for hous- 
ing in a redevelopment area. But that East- 
wick study dealt with demand for the equiva- 
lent of a small city’s housing needs. In the 
present study they deal with the limited mar- 
ket for mostly high priced facilities in a rela- 
tively tiny section of a major metropolitan 
area. 

With the help of a field survey, data pre- 
viously gathered for the Eastwick study, spe- 
cial tabulations of the 1956 National Housing 
Inventory, and other information, they weld 
together a significant analysis. First, they de- 
termine the character of present day residents 
of luxury apartments in the Central City. Then 
they estimate the incremental number of such 
individuals and families to be expected by 
1970. Corrections are made for expected in- 
come level changes, obsolescence of existing 
facilities, unfilled backlog of demand, changes 
in preference induced by the project itself, and 
allied factors in order to provide a possible 
range of demand for luxury apartments. In 
similar fashion they deal with the market for 
expensive single family units and for re- 
habilitated apartments in older structures. 
The result is not only estimates of demand for 
each of the three types of markets but sug- 
gestions for the rate of construction. 

In all, this study is highly recommended, 
not only for those who are faced with making 
decisions of the kind toward which the study 
is directed, but for all others who have an 
interest in the uses of a wide range of data 
to make market analyses more comprehensive. 


FREDERICK N. SASS 
The Pennsylvania Railroad Company 


New York’s Share of 1985 


ONE TENTH OF A NATION, by Robert M. Lichten- 
berg. (Cambridge, Massachusetts: Harvard Uni- 
versity Press, 1960. Pp. viii, 326. $6.75.) 

Probably more has been written about New 
York as a market than about any other trading 
center in the world. Yet every now and then 
someone comes up with a new analytical ap- 
proach that demands attention. This volume, 
one of a series of nine resulting from the New 
York Metropolitan Region Study, contributes 
such a new and interesting analysis. The out- 
standing new contribution presented is that the 
New York market is studied from the view- 
point of its “national-market” activities. This 
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term is defined as representing enterprises 
other than those at the purely local level, re- 
tailers, barber shops, etc. The term includes 
business establishments that operate and com- 
pete in more than one market area or on a 
national level. This would mean manufacturing 
concerns; finance; publishing; their related 
services such as advertising, engineering, in- 
dustry consultants, commercial artists, etc. 
The book analyzes New York’s position from 
this “national-market” standpoint, and projects 
to 1985. As for the forecasting, the analysis 
shows that the New York region’s share of 
employment and of other indices is rising and 
will continue to rise until 1965. After that it 
may fall slightly, and the conclusion is that by 
1985 the New York area’s share of the United 
States total will be about the same as it was 
in 1954—between 10 and 11 per cent. 

In addition to giving the statistics, the 
author puts forth reasons for the concentra- 
tion of national-market activities in New York. 
Although in some industries labor costs are 
higher in New York, this disadvantage is 
more than offset by other advantages, such 
as availability of necessary services, inter- 
trade information, and availability of certain 
skilled labor. Even rents sometimes give New 
York an advantage, odd as it may seem. That 
is because there is available in as large and 
as concentrated an area as New York a great 
variety of types of locations to suit specific 
manufacturing needs. 

Wholesalers also find that New York has the 
advantage of proximity to suppliers and cus- 
tomers, effecting economies in transportation. 

The author also touches on New York as a 
fashion center. Although the apparel industry 
was covered quite thoroughly in an earlier 
volume in this series, it is mentioned here as 
a factor underscoring the influence that New 
York has throughout the country. Stores all 
over the United States send their buyers to 
New York, or contract with resident buyers 
there. As a result, fashions that originate in 
New York quickly become the fashions in other 
metropolitan areas throughout the country 
through the avenues of the large retail outlets. 


Another interesting term that the author 
injects into his study of the market is “mix.” 
This is what is also called diversification. The 
economic history of New York has shown that 
this has been a stabilizing factor in employ- 
ment. New York has customarily been slow 
in reacting to business declines comparative to 
other areas of the country, and has recovered 
from depressed economic conditions also at 
a slower rate. The author attributes to this 
“mix” a great part of New York’s strength 
and its favorable outlook for the future. 

My conclusion is that it is remarkable that 
a market representing one-tenth of the nation 
is expected to continue its growth in absolute 


volume to such an extent that in 1985 it will 
hold, or perhaps increase, its share of from 
10 to 11 per cent of the nation’s total. 


HARRY ROSTEN 
The New York Times 


A Marginal *Marginalist’? Model 


MARGINAL ASPECTS OF MANAGEMENT PRAC- 
TICES, by Frederic N. Firestone. (East Lansing, 
Michigan: Michigan State University, 1960. Pp. xi, 
80. $3.50.) 

In this essay, the author states that he 
attempts to “test the hypothesis that a broadly 
‘marginalist’?’ model is appropriate to the 
economic analysis of the firm that uses the 
latest and best techniques of business manage- 
ment. The [study] relies upon recent manage- 
ment literature, supplemented by responses to 
two mail questionnaires sent to a group of 
American manufactuying firms.” 

He concludes that this study, together with 
earlier and related studies by Professor James 
S. Earley of the University of Wisconsin, 
“make a stronger case for a modified but still 
essentially marginalist approach by economists 
to the theory of the firm.” 

Studies which attempt to bridge current 
marketing practices and the theory of the 
firm should be welcomed by marketing men, 
even those who find that classical theory is of 
little help, for the economist has developed 
some rigorous thinking patterns. This study 
is likely to disappoint, however, chiefly be- 
cause it inferentially promises too much. 

One reason is that the author all but ig- 
nores the theory of the firm. It turns out that 
he is not talking about the controversial con- 
cepts of marginal cost and marginal revenue. 
He is perhaps employing the concept of margi- 
nal revenue product, however, and the margi- 
nal efficiency of capital. Unfortunately his 
allusions to the idea of marginality are oblique 
and he never states his definition or attempts 
to describe the modified model he has in mind. 
It appears that he is using the term in the 
following sense: executives choose those inputs 
(make those expenditures) which will produce 
the largest sales volume or profit. Briefly, 
executives who try to spend their money wisely, 
are using a broadly “marginalist” model. 

Some of the basic data the author uses is 
likely to make some readers uneasy. His ques- 
tionnaires frequently ask for “yes” or “no” 
answers to questions which cannot be answered 
categorically. Readers of this journal will 
sympathize with a respondent, presumably an 
executive in a fairly large manufacturing con- 
cern, who tries to answer the following ac- 
curately: 

“In pricing a new product do you employ 
formal market research to ascertain buyers’ 
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sensitivity and/or probable competitive pres- 
sure from other companies?” When the execu- 
tive examines those occasions when new prod- 
ucts were launched, he probably finds that 
sometimes the company used no market re- 
search. more often it used a quite informal but 
perhaps quite adequate study, and that once 
or twice it hired a market research firm. Thus, 
it is quite possible to answer this question 
honestly either with a “yes” or a “no.” The 
executive very likely chooses the answer that 
helps create the image he thinks his company 
should have. Even in those questions where 
the respondent has greater freedom of choice, 
it is likely that he tries to choose answers 
which demonstrate that his company almost 
always makes rational decisions in accordance 
with the best current practices. 

The author makes no claim that these data, 
or the ideas about current business practices 
which he says he drew from management lit- 
erature, accurately reflect business practices. 
Yet it is on such that he bases his conclusions 
about the prevalence of “marginalist models” 
and marginalist behavior in business. The 
author was not careless or hasty. His problem 
was fundamental and all but insurmountable. 
It was this: the behavior of executives in a 
firm is so complex that simple statements or 
generalizations about their decision making, 
when tabulated, will almost certainly give a 
false idea of what they are doing and why 
they do it. 

Actually, if the author’s data were solid, 
there is little in the study to demonstrate that 
his hypothesis is or is not tenable. He frankly 
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states at the outset that his procedure is to 
“infer [marginal or not-marginal] behavior 
from practices [such as gathering market data 
and cost data and using group decision making 
and flexible budgets] rather than from profes- 
sions of intent or conscious recognition of 
marginalist principles.” 

He sets up an hypothesis, gathers data, yet 
never furnishes the essential link in his proof. 
He makes no attempt to show why he believes 
that the use by executives of market data, 
cost data, flexible budgets, and the pooling of 
information in decision making is evidence of 
marginalist behavior. It is quite possible that 
as a result of living with his data over a long 
period he sees the connection so clearly that 
he supposes it is self-evident to all readers. In 
the end, he seems to be asserting that the use 
by a firm of considerable cost and demand data 
“which could form the basis for essentially 
marginalist behavior is presumptive evidence 
of marginalist intentions.” 

In spite of the limitations of this study, 
however, let it be said that the author has 
attempted a task that badly needs doing. He 
is trying to find out whether the conceptual 
framework erected in the theory of the firm 
is a reliable or useful description of the actual 
behavior of executives. Although he does not 
so state, he seems to think that the classical 
description is not accurate, for he turns to a 
vaguely defined “marginalist” model. That he 
did not find a definitive answer is not surpris- 
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Can you afford 
NOT to attend the 
June Conference 


in Los Angeles? 


First, you'll learn something new! AMA Conferences are getting 
better, are more successful at delivering useful ideas for your 
profit. Proof is that AMA Conferences are better attended 
each year by more highly placed and competitively sensitive 
executives. And they wouldn’t come if it didn’t pay off! 


Second, you'll meet people you want to know! Face-to-face 
acquaintanceship makes it easier to deal with people later, 
speeds up understanding, makes you more valuable in getting 
things done. You can meet the decision-makers in your business, 
and get to know them more easily. 


Third, you can back off from your daily tactical problems and 
relate them to over-all marketing strategy. 


Fourth, you might even enjoy yourself while you do your com- 
pany some good. 


See your AMA Bulletin for details about June 19, 20 and 21 at the 
Ambassador Hotel in Los Angeles, or write to Miss Irene de Noyer, 
Carnation Company, 5045 Wilshire Boulevard, Los Angeles for 

complete facts. 
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about newspapers 


research reference of 


exclusive information 


and the newspaper 


valuable 


dustry... 


For forty years the EDITOR & PUBLISHER INTER- 
NATIONAL YEAR BOOK has served as the basic 
reference source book on the newspaper industry. 
Advertising, research and marketing executives 
will find that the new, 1961 edition is the most 
complete collection of facts and data about the 
newspaper industry available. Use the coupon 


below to order your copy today. 


MAIL THIS COUPON TODAY: 


EDITOR & PUBLISHER 
1475 Broadway « New York 36, N.Y. 


Please send me.......... copylies) of the 1961 EDITOR 
& PUBLISHER YEAR BOOK, at $5.00 per copy. 


Company 
Position 


COBill me [Bill my company Payment enclosed 
PAYMENT WITH ORDER SAVES YOU POSTAGE 


Editor & Publisher 


YEAR BOOK 


1. NEWSPAPER SECTION 


Current, up-to-date listings of all U.S. and Cana- 

dian daily and Sunday newspapers . .. providing 

circulation, population, advertising and circulation 

rates, wire services, advertising representatives, 

color availability, special editions, complete lists 

of executives and departmental editors. Also, days 

not published, advertising acceptability, syndicated 

magazines, group memberships, radio and tv affil- 

iations. The Newspaper Section also includes: 

* Directory of foreign newspapers, on all conti- 
nents 

* Foreign Language dailies in the U.S. 

* Daily Newspaper Groups, U.S. and Canada 

* Newspaper Magazine Sections, Group Units. 

* Ready Reckoner of Ad Rates and Circulations 


2. NEWSPAPER SERVICES SECTION 


A revised section of services used by all news- 

paper departments, including... 

* Newspoper Advertising Representatives 

* Newspaper News and Feature Services 

* Directory of Syndicates 

* Alphabetical Directory of Mechanical Suppliers 
and Services 

* Newspaper Suppliers and Services, by type of 
product 

* Mat Service Directory 

* Tabulation of Newspaper Equipment data 


i 
\ 
et 
t 
é 
ae 
id 
‘xf 
3 


on Your Payroll for BIGGER SALES 


Put This 
COMPUTING 
SERVICE 


Have you explored the possibilities of today’s electronic com- 
puters in sales forecasting? 

To make it possible for you to do this (and without having 
to install your own equipment), STATISTICAL provides 
computer service on a pay-only-as-used basis. It’s the prac- 
tical way to take advantage of the fastest and most accurate 
method of data-processing available. And the low cost is 
within easy reach of even the modest budget. 


To illustrate how this service can be adapted to sales prob- 
lems, a manufacturing organization had to estimate the 
size of a new product’s potential market. They decided to handle the job 
using multiple regression techniques, but the formidable computations 
presented real data-processing problems until STATISTICAL's com- 
puter service took over. 


Our 650 computer equipment correlated five characteristics of the 
client’s customers with sales to each customer, and developed a multiple 
regression equation predicting how much any customer of a given size 
and other characteristics would typically purchase. 

The report was ready in a week. It enabled the client to establish 
realistic sales quotas and to pin-point weak areas in advertising and sales. 

It costs you nothing to investigate this timely computing service. Why 
not contact our nearest office today? 


GENERAL OFFICES: 


STATISTICAL 


TABULATING CORPORATION Phone: HArrison 7-4500 


Established 1933 


TABULATING - CALCULATING - TYPING Chicago * New York * St. Louis * Newark 


TEMPORARY.OFFICE PERSONNEL Cleveland * Los Angeles * Kansas City 


San Francisco * Milwaukee * Philadelphia 
Palo Alto * Van Nuys * San Jose * Dallas 
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gE it’s tne 
FAMILY MARKET 


you're interested in... 


zurite for this new booklet! 


All about the distribution of 

NFO’s 30,000-family national sample (30 

statistically balanced panels of 1,000 families coh) sae 

largest representative cross-section of the family market avail- 

able to marketers interested in national or regional use habit 

investigations, home inventories, blind product testing and 
test market studies. 


& 
Sow ly Suc. 
P. O. Box 315 . Toledo 1, Ohio 


NEW YORK “CHICAGO 


30,000 
NATIONAL FAMILY ef.) 
| rant 
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A COMPLETE 
TABULATING 
SERVITE 
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JOHN FELIX ASSOCIATES 


3 EAST ‘STREET NEW YORK 22,N.Y. 
PLAZA 1-2050 


WHOLESALING IN MARKETING ORGANIZATION 


By David A. Revzan, University of Cali- 
fornia, Berkeley. This book deals with the 
place of wholesaling from an external and in- 
ternal point of view in the entire marketing 
organization. In the external view, emphasis 
is placed upon sharpening existing concepts, 
upon agency and area structure, and upon 
channel structure. Finally, the external as- 
pects cover product assortment. 

The internal aspects range from general 
organization and policy considerations to se- 
lection and location of type of operation and 
kind of business. Analyses of merchandising, 
buying, selling (non-price and pres) and 
related policies are included. n addition, 
detailed treatment is given to storage and 
warehouse operations, financing, control of 
costs and profits, and over-all managerial co- 
ordination and control. 

Apart from sharpening the conceptual 
framework, the book stratifies the discussion to 


emphasize how variations in the wholesale 
middlemen’s types of operation and kinds of 
business make for differences in organization 
and policies. 


A few of the unique features of the 
boo *ee 
* The cohesiveness of the entire approach, 
organization, and discussion 
* Includes new material on the general 
strategy of wholesaling, marketing organ- 
ization, the formal concept of wholesaling, 
and linkages and blockages 
¢ Analyzes census data to illustrate agency 
and area structure 
¢ Presents a new conceptual framework 
for understanding channels 
* Places a contemporary emphasis upon the 
nature of product assortments in the 
wholesaling sector 


1961. Approx. 704 pages. Prob. $10.00* 


EXECUTIVE CONTROL 
The Catalyst 


By William Travers Jerome III, Syracuse 
University. This book examines the nature 
and meaning of executive control and develops 
a rationale upon which the selection and utili- 
— of specific control techniques can be 


The author’s aim is to show that executive 
control can and should be a creative force in 
business—a catalytic agent that will release 
a firm’s unrealized potential. He accomplishes 
this aim by developing a simple yet powerful 


idea: executive control is, or should be, a 
systematic effort to evaluate actual perform- 
ance in the light of clearly defined overall 
objectives. This evaluative process serves as 
the basis for allocation of resources and for 
corrective action. 

The book is primarily designed for execu- 
tives, management trainees, and business stu- 
dents—that is, for people who are or will be 
dealing with actual control problems. 

$6.95* 


1961. 275 pages. 


INDUSTRIAL PURCHASING, Second Edition 
Buying for Industry and Budgetary Institutions 


By J. H. Westing, and I. V. Fine, both of 
the University of Wisconsin. Purchasing 
policies, instead of procedures, receive the 
focus of attention in this new edition; and the 
number of variations that have occurred in 
the purchasing function since the first publi- 
cation of this book have been incorporated. 

New information is given on such changing 
areas as: the materials management concept 
of organization; coping with the rising cost of 
transportation; value analysis; quality and 
quantity control procedures; and anti-trust 
and administered pricing. All facts and fig- 
ures are up to date. 


To each chapter, the authors have added 
two short case studies which are very much 
to the point and concern specific purchasing 
problems. 

The book has been expanded by approxi- 
mately 10%, and, as in the original edition, 
the new material has been prepared in close 


collaboration with practicing purchasing 
agents. 
1961. 534 pages. $9.50* 


*Textbook edition also available for 
college adoption. 


Send for your examination copies today. 
JOHN WILEY & SONS, Inc. 
440 Park Avenue South 


New York 16, N. Y. 
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New Game, New Rules 
THE CONSTRUCTION OUTLOOK FOR 1961 AND BEYOND 


In our annual construction industry forecast for With Dodge Statistics you can draw a con- 
1961, recently published, our economists see _ tinuously accurate picture of your market poten- 
the end of the postwar period, and the begin- tial .. . tell whether you are gaining or losing 
ning of a new buyers’ market era. ground, and how much ... pinpoint weak per- 
Companies selling the complex construction formance in individual territories. And Dodge 
industry will find that only total marketing— Statistics can help you make valid short-term 
not just the pressure of salesmanship — can forecasts for sales quotas, inventories and pro- 
continue to bring in an annual profit. ; duction control. 
Dodge Construction Statistics trace the 
changes in the construction market month by 
month. You can receive this information by reg- 
ular subscription — broken down for your spe- 
cific sales territories and covering just the types 
of construction that represent your markets. It 
is available nowhere else. 


For further information, as well as a copy of 
our 16-page 1961 forecast, “New Game, New 
Rules,” please write: O. O. Paulsell, Executive 
Vice President, Construction News & Statistics 
Division, 119 West 40th Street. We'll also be 
glad to place you on the mailing list for our 

monthly newsletter “Building Business.” 
covce 


IL F.W. DODGE CORPORATION 


Dear Professor and Administrator: 


iti us $100 per month 
For the academic year 1961-1962 four full ener gg CONTINENTAL 


owshi offe: 
peg Nene Northwestern and Wharton at Pennsylvania. 
and two in business administration. 
“a have occasion to advise your students about gradu: 
i t to call their attention to these gran 
int ONTINE NTAL GRAIN COMPANY is happy to p 
of higher education to — young peop 
pursue are available which pro- 
__ Bulletin board pom these fellowship. Address Mr. Peter Mendelssohn, 


ice President for Personnel Administration. 
Most cordially, 


Mn 
PRESIDENT 
\L GR IN COMPANY 2 Broadway, New York 4, N.¥. 
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A REFERENCE LIBRARY 

AT YOUR FINGERTIPS .... 

IN THE PROCEEDINGS OF 

THE AMERICAN MARKETING ASSO*IATION 
CONFERENCES 


The programs of the American 
Marketing Association, planned 
by marketing experts, cover the 
most marketing subjects 
each year. The PROCEEDINGS 
of these conferences contain the 
pees presented by top market- 

g men from industry, govern- 
ment, and universities. The re- 
search results and experiences 
shared in these papers can mean 
thousands of dollars to your 
firm. You gain most, of course, 
from conference attendance. 
However, the ings can 
bring to your office the best cur- 
cent thinking on marketing 
problems, and remain a perma- 
nent reservoir of ideas immedi- 
ately accessible. 


Functional subjects such as 
strategy and planning, research 
techniques, pricing,.sales, fore- 
casts, etc., are covered in recent 
proceedings. In addition, special 
problems of certain industries 
such as automotive, chemicals, 
pharmaceuticals, construction, 
fuels and energy, appliances, 
metals, public utilities, defense, 
and others receive detailed treat- 
ment. Illustrations cover an in- 
finite number of consumer and 
industrial products. 


If you haven’t discovered this 
fingertip reference source, send 
for the list during AMA’s 
SPRING PUBLICATION 
CLEARANCE SALE offering 
a PACKAGE of FIVE proceed- 
ings at drastically reduced 
prices. 


American 
Marketing Association 
27 East Monroe Street 
Chicago 3, Illinois 


Outstanding “Jexte 
MARKETING RESEARCH 


2nd Edition 


by DONALD LUCK and HUGH 
C. WALES, both of University of 
Illinois, and DONALD TAYLOR, 
Michigan State College 


1961 approx. 544 pp. 
Text price: $8.50 


SALES ADMINISTRATION: 


Principles and Problems 
4th Edition 


by BERTRAND R. CANFIELD, 
Babson Institute 


1961 approx. 608 pp. 
Text price: $7.95 


SUCCESSFUL SALESMANSHIP 
4th Edition 


by PAUL W. IVEY and WALTER 
HORVATH, revised by WAY- 
LAND A. TONNING, Memphis 
State University 


1961 approx. 464 pp. 
Text price: $6.75 


SELECTED CASES IN MARKETING 


by DAVID E. FAVILLE, Stanford 
University 


May 1961 approx. 416 pp. 
Text price: $4.95 


TEACHER'S MANUAL available 
May 1961 


For approval copies, write: Box 903, Dept. JM 


PRENTICE-HALL, inc. 


Englewood Cliffs, New Jersey 
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From April, 1960, issue 


“Growth and Profits Through Planned Mar- 

keting Innovation,” Levitt. 

“Retailing in the Soviet Union,” Goldman. 

“Advertising, Mass Communication, and 

Tax Deduction,” Wedding. 

“The Distribution of Industrial Electrical 

Products,” Lewis. 

“Test Marketing of New Consumer Prod- 

ucts,” Ladik, Kent, & Nahl. 

“What Does Automation Mean to the Mar- 

keting Man?” Head. 

“Problems Peculiar to Export Sales Fore- 
casting,” Anderson. 

“Self-Service in Retailing,” n. 

— About Convenience Food Costs,” 


Cri 
“The Outlook for Capital Spending in the 
1960s,” Cullen. 
“Trends in State Margarine Legislation,” 


“Mathematical Models of Market Simula- 
tion,” Schenk. 
“Simple Surveys for Legal Evidence,” 
Payne. 

From July, 1960, issue 


“Is the United States Being Priced Out of 

World Markets?” Dowd. 

“The ABCs of ARF’s PARM,” Lucas. 

“Business Gaming for Marketing Decisions,” 
Greene. 

“Pinpointing Prospects for Industrial 

Sales,” Hummel. 

“Intentions to Purchase Related to Con- 

sumer Characteristics,” Namias. 

“The Wheel of Retailing,” Hollander. 

“Supply Considerations and Shopper Con- 
venience,” Bliss. 

“Marketing Predictions from Consumer At- 

titudinal Data,” Paranka. 

“What is ‘New’ About a New Product?” 

Wasson. 

“The American Marketing Association in 

1960,” Twedt. 


From October, 1960, issue 


“panies of Creative Advertising,” 

“How Many Contest Entries Spek Suc- 
cess?” Pomerance. 


Single reprint $1.00 
Two reprints 1.50 


Reprints of Your Favorite Articles from the 


JOURNAL OF MARKETING 


May be ordered now at $1.00 per copy 


From October, 1960, issue (continued) 


“Marketing in India,” Westfall and Boyd. 

“Operations Research in Making Market- 
ing Decisions,” Magee. 

“Interdisciplinary vines in Marketing,” 
Lazer and Kelley. 

“Early Prediction of Market Success for 
New Grocery Products,” Fourt and Wood- 


lock. 
“Airfreight from a Marketing Viewpoint,” 
Shutes. 


Territory a Fixed Asset,” 

chiff. 

“A Study of Trade Name Confusion,” Weitz. 

“Sample Surveys for Legal Evidence,” Tep- 
ping and Wittreich. 

“The Evolving Downtown-Suburban Retail 
Pattern,” Hindersman. 


From January, 1961, issue 


“A New Profession te Aid Marketing Man- 
agement,” Harpe 

“How to Design 8s Sales Territories,” Talley. 

“A New Approach to Sales Forecasting and 
Production Scheduling,” Parkany. 

[as Industrial Sales for Profit,” 

en 

“Market Segmentation and Marketing 
Mixes,” Bowman and McCormick. 

“Operations Research in Solving a Market- 
ing Problem,” Cross. 

“Which Automobiles Will Be Here Tomor- 
row?”, Holloway. 

“A Revised Concept of the Consumer’s Co- 
operative,” Bell. 

“Information Sources on Foreign Market- 
ing,” Abbott. 

— Gunais Middle East Market,” Ste- 


“Deliberations of a Chain Grocery Buying 
Committee,” Hileman and Rosenstein. 

“How Important Is the Chain Store Buying 
Committee?”, Gordon. 

“How Much of the Corporate Image Is 
Stereotype?”, Tucker. 

“Temporal Interrelations of Consumer De- 
cision,” Atrill. 

“Selective Response Factors in Tourist Sur- 
veys,” Peters. 


Reprints of all articles are available at the following prices (as long as the supply lasts) : 


Three reprints 
Four to 99, each -50 


(Special prices for large quantities) 
Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 


$1.80 First 100 $40.00 
Additional 100s, each 20.00 
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SALES MANAGEMENT Announces A New 


DIRECTORY OF KEY PLANTS 


All Plants with 500 or More Employees 


No other directory covers all industries, and reveals em- 
ployment in each plant, an item which in most directories is 
handled by code, or as in Census releases is generally blacked 
out. Yet only if you know how large a plant is can you esti- 


mate its potential to you. Accounting for Half 
In addition to the classification of plants by area shown of All Value Added 
below, we also show all plants in each 4-digit SIC Industrial in U.S. Manufacturing 


category ranked in order of employment. 


And Showing: 
Here, for example, is part of a sample page showing the 
ranking of plants in the aircraft industry (which incidentally * Plant Name 
is the industry having the largest plants in the nation). * Location by County 
Mailing 
Address 
State 


* SIC Codes 
* Product description 


* Average Employment 
in 1959 


MARKET STATISTICS, INC. 
630 Third Avenue 

New York 17, New York 
Gentlemen: 

Put us down for copy(ies) of your DIRECTORY OF KEY PLANTS. 
The understanding is that we will be billed at the price of $48 for a single 


copy, $40 each for two or more copies. 
Name . 
Authorized Signature. 
Mailing Address.... 


Check Enclosed .......send Invoice 
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Recommended McGraw-Hill Books 


MANAGEMENT IN MARKETING 


By HECTOR LAZO and ARNOLD CORBIN, New York University. 
688 pages, $8.50. 


This book deals with the application of such basic managerial concepts as 
planning, organization, control, and integration within the substantive field of 
marketing and its major functional areas: marketing research, product plan- 
ning, sales, advertising, traffic and inventory management, physical distribution. 
The subject is approached from the manager’s point of view. 


THE SPENDERS 


By STEUART HENDERSON BRITT, Northwestern University. 293 
pages, $4.95. 


This new book analyzes consumers—their motives, wants, and needs—and con- 
siders the effects of their actions and reactions in today’s burgeoning economy. 
In contrast to much recent literature, the consumer is seen as a powerful and 


determining factor in American business. 


MARKETING MANAGEMENT 


By FERDINAND F. MAUSER, Wayne State University. The McGraw- 
Hill Series in Marketing. Ready in June, 1961. 


An advanced undergraduate and graduate level text presenting marketing 
management in a lively and thought-provoking manner in terms of decision- 
making on the operational levels of business. The emphasis is on relationships, 
analysis, strategy and tactics involved in building and executing the operational 


management program so the goal of profit maximization can be reached. 


McGraw-Hill Book Company, Inc. | Send for 


copies on 


330 West 42nd Street New York 36, N.Y. *PProval 
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